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How About the Average Man? 
He’s 30 years old, has a wife and two youngsters, is a 
G.I. and has a mortgaged home in your community. He’d 
like to do business with a good insurance man who can 
offer family and self the answer to his insurable needs. 
The census bureau picked him out. Data on page 8. 


Enforce the Law—Cut Accidents 


The biggest industry effort to reduce traffic accidents 
started January 15—the newspaper campaign of the Asso- 
ciation of Casualty and Surety Companies to cut auto 
deaths by 10,000 and injuries by a quarter of a million. 
On page 12 starts the story of the industry’s “big guns” 
that will achieve this objective. Page 12. 


A Strike Hits the Business 


There’s a story behind the two-month-old strike of the 
Prudential district agents. First of all it hit our business 
and secondly it is the biggest “white collar worker” strike 
in American labor history. You'll find a complete study 
on page 18. 


Insurance in Retrospect 

For the twenty-first consecutive year, THE SpEcTATOR’S 
Contributing Editor Clayton G. Hale has reviewed the 
doings of the property and liability fields. His 1951 study 
is on page 22. Another perennial, Clarence C. Klocksin 
reviews the 1951 life scene on page 36. And for a study 
of life insurance and the economy that goes back to 1929 
and is traced right up to today, read the enlightening dis- 
cussion by The Met’s Economist, William A. Berridge 
on page 28. 


An Annual Statement Blank Draws a Review 


Tue Spectator’s Statistician, Paul Reddy, picked up the 
brand new insurance statement blank and said to himself 
“there’s a story here.” He wrote it and we printed it on 
page 42. 


Departments in This Month’s Issue 
Editorials, p. 6; Cross Country, p. 46; Canada, p. 60; 
Property Insurance in Review, p. 62; On the Horizon, 
p. 68; Tax Analysis, p. 70; Life Insurance in Review, 
p. 74; Sales Briefing, p. 80; Washington Report, p. 82; 
Investments, p. 86; Verdict, p. 88; Coverages & Forms, 
p. 92; Life Contracts, p. 94. 


PICTURE CREDITS: Harold Lambert, p. 8, 22, 42, 44; 
N. Y. Daily News, p. 18, 30; Fabian Bachrach, p. 16, 94; 
Inter News Photo, p. 66; Augusta Berns, p. 64, 77; Alt- 
man-Pack, p. 64; Zaltan-Farkas, p. 64; Chase News 
Photos, p. 25; U. S. Army Photo, p. 82; Art Streib 
Studios, p. 66. 
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Something Ol 


WENTY years ago Thomas A. Edison released a 
soon famous list of questions. Clayton G. Hale 
chose to answer that of selecting magazines. 

His reflections and the decision he reached provide 
to this day a worthwhile guide for both editors and 
readers of the insurance press. 

The formula for a perfect insurance journal, he 
reasoned, is the endless quest of editors and is finally 
a matter of conjecture rather than fact—more philo- 
sophical than scientific. 

But he held strongly to a magazine with stirring 
editorials, well reasoned, authoritative articles, and 
widespread news interpretations. If this journal is 
backed by pictorial matter, statistical tables, and per- 
sonalized comment with educational studies and tech- 
nical and sales material it would add greatly to the 
ability of insurance men to serve their industry. He 
held that as the editor planned his contents so must 
the subscriber plan his reading. 

The Spectator believes in the main that Mr. Hale’s 
findings were, and are, sound and only hopes that it 
can approach his requirements for a perfect journal. 
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Something Flew 


S the nation recovers from the shock of President 
Truman's $85 billion budget, insurance men should 
look, as it were, into the fine print of the message. If 
anyone in insurance has any lingering doubt as to either 
the danger of governmental intrusion or the wisdom of 
an over all and united insurance viewpoint, the proposals 
of Mr. Truman should dispel that doubt. 

Suggestions are made therein for initiating or extending 
insurance programs in at least four different instances. 

A federal flood insurance system with a $50 million 
appropriation, was recommended. A form of financial 
indemnification for loss occasioned by atomic attack or 
other war disaster was outlined. The president urged 
immediate extension of old age and survivors’ benefits 
and increasing the amounts of benefits thereof. Addi- 
tional money too was requested to expand Federal crop 
insurance. 

No doubt closer reading will bring to light items 
wherein insurance is affected on a broader base. Higher 
taxes obviously will have an adverse effect on insurance. 
Insurance companies are already heavily burdened by 
state and local taxes. Let Congress beware before the 
burden is increased. 
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Witt this issue The Spectator returns to first principles and presents, as 
at the outset of its career in 1868 an informed, independent monthly 
insurance journal of opinion. Now, as then and always, it will strive to 
publish a paper for the benefit of the whole army of insurance workers. 

The Spectator believes that in this era insurance, in common with 
many other institutions which under the American incentive and competitive 
system has brought greatness and might to the national independence and 
prosperity to the individual, is challenged by a debilitating, socialistic 
philosophy calculated by designing men to destroy. To combat these 
subversive forces and sustain insurance as an exective contributor to our 
welfare and way of life, insurance must join vigorously in a crusade for an 
informed public which because it understands will resist further attacks on 
the integrity of the insurance structure. It will be useless for insurance 
companies to expect justice from public estimation until it recognizes the 
necessity of educating and enlightening public sentiment. 

The original and present aim of the publishers to make this publication 
second, in point of dignity, enterprise, and integrity, to no contemporary 
insurance paper, will be carried out promptly and fully from month to 
month. Our intention to make this paper in every way worthy of the 
increasing importance of the vast interests whose cause is our cause, will be 
evidenced by the vigorous independent policy, with which we will discuss 
measures and questions relating to current insurance development. 

Insurance with many essential services to all the people has before the 
public and before Federal and state legislatures many common fronts. This 
must be recognized throughout the institution by company executives and 
by the agency organizations. The further encroachment of federal on private 
services must be resisted. The stake that all insurance units have in public 
welfare, higher health standards, slum clearance, sound values, better living 
conditions, improved construction, must be presented with a united force. 
Disability protection, now written by all classes of carriers, evokes the aid 
of every insurance man if its understanding be preserved for free compe- 
tition. The Spectator hopes to aid in fusing the several elements of insurance 


By T.8 V. Callen 


Editor THE SPECTATOR 


Soin ething | ar | 


OR those of us who have chosen the insurance business 
as a vocation, we will continue to recognize that we 
owe an important obligation to millions of people whose 
financial security is dependent upon our industry. As far 
a8 Our companies are concerned, we intend to go forward 
with an abiding determination to do our part toward 
maintaining the principles which have permitted our 
country to grow and prosper. 
In our chosen field we will endeavor to offer the public 
broader coverages to meet their insurance needs, better 
and more economical service and more efficient methods 
of handling and processing our business. Whatever im- 
provements we propose to make will always be with due 
tegard to the welfare of our thousands of agents through- 
out the country, and of our employees. 
The realization of our hopes and plans will challenge 
the talents and character of all of us. Let us once more 
tesol.e to work together to attain our common objectives. 
James F. Crafts, 
President, 
Fireman’s Fund Insurance Group, 
San Francisco, Calif. 





into a mighty entity whose voice will be heard throughout the land. 


Something i 


NSURANCE has common status with banking, in- 

dustry and agriculture as a support to a sound 
economy and the social character of this nation. In 
such a category the term, insurance, connotes its 
every branch—fire, life, marine, automobile, ete. 

Insurance stands guard over the property of the 
home owner and the business man. A _ beneficent 
force in securing the integrity of the American family, 
it is a bulwark of commerce and industry. 

Industry depends on insurance resources for capital. 
Private insurance is the pattern upon which social 
security legislation, veterans protection, the war dam- 
age corporation and other federal program are based. 
Insurance finances public works and national defense. 

Because insurance is peculiar to our American civili- 
zation and because it has lacked unity in publicising 
its worth, it has not been accorded square and due 
recognition with other components of the economy. 

An independent, capable and moral insurance 
press, preaching the gospel of total protection through 
private carriers, is of value to the community, to the 
sound insurance company, and to all interests. 
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MONG the interesting points aircraf 
brought out by the census of 1950 qualifi 
was a recent picture of the Average be note 
American. He is a man arrived at by (Irish 
finding out at what age we have as and lc 
many men older as we have younger. childre 
More correctly then he is at the mean We | 
age, rather than the average, but aver- mport 
age has a happier ring. Man is 
Having found his age, the census bu- cept, v 
reau got busy and rounded out a picture does n 
of our man. They depicted him so well where | 
that a newsreel company went out to nothing 
Levittown, New York, and picked out 
his prototype in real life. 
Briefly, here is the man they describe: But | 
1. He is 30 years old and has a wife provok 
and two children; in com: 
2. He owns his own home, at least other c 
that part not owned by the mortgage compar 
company; other ¢ 
3. He owns an automobile, a me- social . 
chanical refrigerator, a radio and a moulde 
telephone, and probably a television Askir 
set; ately n 
4. He is probably engaged in manu- Bureau 
facturing industry as a_ semi-skilled For ex: 
worker, an occupation that brings his scribed 
income to around $3,000 a year; veteran 
5. He has had at least a year of high importe 
school education. home p 
It might be noted that the average it. Cha 
man the newsreels selected in Levit- got son 
town worked in one of Long Island’s There’s 
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He could very well be your Number One 


Prospect this average American man whose 





prototype is one of the solid citizens of your 


community. Here are some interesting 


facts about him that can give you a clear 


vision of the insurance needs you can pro- 


aircraft plants and met all the other 
qualifications admirably. It might also 
be noted, in passing, that he had a dog 
(Irish Setter, unless we’re mistaken) 
and looked forward to having more 
children. 

We think these last two touches are 
important, because while the Average 
Man is a pretty good thing as a con- 
cept, we take the firm stand that he 
does not exist—in Levittown, or any- 
where else—in flesh and blood, to say 
nothing of mind and soul. 


Thought-Provoking 


But as a concept, this average man 
provokes thought. How does he fare 
in comparison to other average men in 
other countries? How well off is he in 
Comparison with the average man of 
other decades? What are some of the 
social and economic forces that have 
moulded him? 

Asking questions like this immedi- 
ately makes us wonder if the Census 
Bureau’s picture is complete enough. 
For example, the average man, as de- 
scribed, would almost certainly be a 
veteran of World War II. This seems 
important. It would mean that his 


home probably has a G.I. mortgage on 
it. Chances are that our Average Man 
got some training under the G.I. Bill. 
There’s a very good chance that he col- 





vide for him, his home, and his family. 


By Francis J. Malley 
Managing Editor 


lected G.I. unemployment benefits for 
about six weeks after he left service, 
and before he started work. He has 
probably retained between five and six 
thousand of his National Service Life 
Insurance. ; 


Not Much Difference 


A. W. von Struve, information man 
at the Census Bureau, who dissemi- 
nated much of the information on our 
Average Man, claims there has not been 
too much of a change in his make-up 
since 1940. As evidence he pointed out 
that ten years ago the average man 
was 28, but that he also had a wife and 
two children. 

Now we think it is bad enough to 
overlook the Average Man 1950 being 
a veteran, but to say that he hasn’t 
changed much from Average Man 1940 
seems to be trifling somewhat with our 
concept of both of these fellows. 

Not only does Average Man 1950 
stand a much better chance of having 
things like radios, telephones, automo- 
biles, etc., but the Bureau said he prob- 
ably had a television set. His 1940 
counterpart was hardly aware that 
there was any such gimcrack being de- 
veloped. 

Apart from such trivial accidental 
differences as the ownership of these 
devices, we can’t help but feel that 





Average Man 1940 and Average Man 
1950 are not cut from the same cloth 
at all. 


Biographies 

Average Man 1940 was born in 1912. 
His childhood memories recall the 
little-understood excitement he felt dur- 
ing the first World War. His youth 
missed the “flaming twenties” and 
landed in the tough times of the 
thirties. Even though times were tough 
he managed to get a job, a wife and two 
kids and by 1940 he was in pretty fair 
shape. 

Average Man 1950 was born in 1920. 
His early awareness of the external 
world pointed out that things were 
tough. Just as soon as they got better 
for his folks, they got worse for him— 
he found himself in the middle of a war, 
likely as not getting shot at. It was only 
after the war, in most cases, that he 
managed to get his job, wife and two 
kids. 

Average Man 1940 grew up with, 
and perhaps took part in the struggle 
that accompanied the growing power 
of the trade unions in the United States. 
Social security laws and minimum 
wage laws came into being during his 
early working days. He has taken part 
in the great social and economic up- 
heavals between 1930 and 1940. 


A Different World 


Average Man 1950 on the other hand, 
never worked when the trade unions 
were not strong. He never knew work 
without social security, with-holding 
taxes, minimum wages, fringe bene- 
fits. He came out of the economic and 
social turmoil of a great war to begin 
work in a world that he probably 
thought was pretty much the same as 
the one his 1940 counterpart had 
started in. It was a different working 
world than anyone had ever started 
into, but Average Man 1950 had no 
way of knowing that, since he had 
never known any other. 

Average Man 1950 makes about 64 
per cent more in dollar terms than his 
1940 predecessor, but, in terms of pur- 
chasing power, his extra dollars only 
buy him six per cent more, and he had 
higher taxes to contend with. 

From an insurance standpoint the 
Average Man 1950 is a good prospect 
for a number of kinds of insurance. As 
a family man he needs life insurance 
to protect and stabilize his family unit. 
He might have retained part of his na- 
tional service life insurance, as we men- 
tioned above, and he might even come 
under a group life plan where he works, 
but he is still a good life insurance 
prospect. Apart from National Service 
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Life Insurance, American families have 
about 50 per cent more life insurance 
protection in dollar terms than they 
had in 1940, but it actually affords them 
less protection (by several hundred 
dollars) when compared with that year. 


Life and A&H 


As a homeowner mortgage life insur- 
ance would probably appeal to Average 
Man 1950. How about some accident 
and health protection to ward off loss 
of income for those heavy bills that 
accompany sickness In 1950 Ameri- 
cans each spent about $1.00 a month 





for this type of protection, or about four 
times as much as they were spending in 
1940. This is a great improvement, but 
there is room for more. 

As a family man with two children 
Average Man 1950 must be concerned 
with their futures. The life insurance 
institution offers him a number of 
plans that he can choose to protect the 
future of those children and their 
education. 

To the fire and casualty insurance 
business a homeowner with an automo- 


bile is a prime prospect for coverage 
of various kinds. Most likely his mort- 
gagee has required him to protect his 
house with fire insurance and extended 
coverage. But only his local agent can 
see to it that these coverages keep pace 
with the rising value of the property. 

Automobile liability insurance is gen- 
erally accepted by the public, but many 
people neglect the purchase of ade- 
quate physical damage coverage to 
protect the large investment required 
to purchase a car today. Coverages 
like medical payments and towing and 
labor costs could probably be sold more 
widely. The importance of buying high 
limits of liability insurance for auto- 
mobile owners (and the relatively 
slight premium increase that accom- 
panies this additional protection) is 
not known generally enough to the 
public. All of these matters make Aver- 
age Man 1950 a good man for fire and 
casualty agents and brokers to know. 


Other Coverages 


We wonder, too, whether Average 
Man 1950 has purchased comprehen- 
sive personal liability insurance. Does 
he have contents fire insurance and 
burglary and theft insurance, or better 
yet a personal property floater to cover 
his household possessions? Has he 
heard about the new additional ex- 


tended coverage endorsement which 
protects his home from certain kinds 
of water damage, glass breakage and 
other perils? 


Producers Jobs 

Agents and brokers throughout the 
country have the continuing job of 
making our Average Man 1950 (as well 
as all our other heads of households) 
realize what he has, and the best means 
of protecting what he has. 

And what does Average American 
1950 have? We asked a little bit ea: iier 
how he compares with averages in 
other countries. The answer is simp!e: 
Americanes have the highest standard 
of living in the world. We have more 
radios, more telephones, more televi- 
sion, more automobiles, more insurance, 
more per capita income—the list alone 
is endless. It is all a tribute to our 
economic system which made these 
things possible. 

We have pointed out in this article 
that numerous differences exist between 
Average Man 1940 and Average Man 
1950, but on one point we feel they are 
very similar: they both stand head and 
shoulders over their counterparts any- 
where in the world. The Average 
American, and what he stands for, has 
become the envy of people all over the 
world, and the bulwark of the free 
world. 





medical reports. 


ability. 


The SPECTATOR 


Paul V. Reinartz, M.D. at $7.50. 


| enclose check herewith [J 


Company 


City, Zone, State 


Medicine Men or Insurance Men? 


Sometimes claims adjusters begin to wonder 
just which they are when they start working 
their way through complicated technical 
THE SPECTATOR’S 
“Adjuster’s Manual” is just the thing to help 
them cut down on a lot of hard work. A 
standard in the field for more than 40 years, 


The this layman’s medical book was written by 
Adjuster’s Paul V. Reinartz, M.D., the associate medical 
Manual director of The Prudential. 

Price: 600 pages full of information include a 
$7.50 100-page glossary. Each injury or illness— 


found under its logical classification—is de- 
scribed as to its nature, symptoms, probable 
amount of disability and bearing on insur- 
There are over 100 illustrations. 


Chestnut & 56th Streets, Philadelphia 39, Pa. 
Gentlemen: Please send me THE ADJUSTER'S MANUAL by 


Please send bill [ 
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Fill in this coupon and mail fo receive your copy promptly. 
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For Your Guidance... 


REINSURANCE 


By Kenneth Thompson 
NEW THIRD EDITION 


COMPLETELY REVISED 


Answers all your questions 
on the principles and the 
practices of Reinsurance 
Completely Up-to-Date 


Order Now 


THE SPECTATOR 


56th & Chestnut Streets 
Philadelphia 39, Pa. 


* 


* 
$10 per Copy 
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ITHOUT a doubt, the plight of 

the company brass depicted by 
our cartoonist is slightly exaggerated. 
But we’re not exaggerating when we 
say that the new, 1952 Spectator 
. YEAR BOOK, Fire and Casualty Edi- 
tion is a reliable guide to sound in- 
surance decisions for insurance man- 
agement men, as well as agents, 
brokers, insurance managers and 
others. 

Now you can obtain from one book 
reports on both fire and casualty com- 
panies — including stocks, mutuals, 
reciprocals and Lloyds. The new 
YEAR BOOK is two big books in one, 
combining the Fire and Marine Vol- 
ume and the Casualty and Surety 
Volume, both published for 79 years 


Gad, Henry, We Can’t Start Till We Find the 
New Spectator Year Book! 


INSURANCE COMPANIES, filled 
with over 30,000 helpful ratios which 
throw additional light on the financial 
standing and operating results of 
property insurance companies. 

Act now, to be sure of receiving 
your 1952 Spectator YEAR BOOK, 
two big books in one, and free 
ANALYSIS. For further details on 
this completely new reference book, 
just clip and mail the coupon below. 


Be ital ae 
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THE SPECTATOR, 56th and Chestnut Sts., Philadelphia 39, Pa. 


Yes, send me further information on the new 1952 Spectator YEAR 
BOOK, Fire and Casualty Edition, including FREE Analysis. 
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mor: than 1100 carriers in the new Gann... ES a REEM. . vo LP aks Coon Oe 
edition. 
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you to a free copy of the 1951 
FINANCIAL and UNDERWRITING RR. . «cana ae cee Zone ...... esis... 





Feeseeees ses 2s eee ee eee eee ee 


— } ANALYSIS of FIRE & CASUALTY 


ewe e eee eee eee ee eee eee eee SES SSeS SSeS sees sees eee 


THE SPECTATOR, January, 1952—11 











NFORCE the law! That is how we 
are going to save 10,000 lives and 
prevent 250,000 injuries this year. We— 
you and I and 9,000 newspapers, hun- 
dreds of civic organizations, thousands 
of businesses, teachers, students, 
churches, and the insurance industry— 
are going to “demand that our law- 
makers give us laws with teeth that will 
stop speeding, drunken, reckless driv- 
ers . . . demand that our police depart- 
ments enforce the law sternly and im- 
partially . . . tell our judges that we 
will no longer tolerate ‘slap-on-the- 
wrist’ sentences” when prison terms or 
license revocation is required. 
This, without any attempt to exag- 
gerate ... this, in just so many words 
is what the insurance industry 
under the leadership of the Association 
of Casualty & Surety Companies has 
set out to do in 1952. 
How? What makes us think it can 
be done? 
Well, listen... 


It's Been Done 


Four years ago a lively, healthy little 
eight-year old youngster—call her, Alice 

-was pinned beneath a car, her body 
so horribly injured that virtually no 
hope was held for her life. Doctors 
warned her grief-stricken parents that 
even with the aid of an artificial leg she 
might not be able to walk again; that 
the danger was great, the concussion 
she had suffered might affect her sight 
and her powers of speech. 

Today, due to her own courage and to 
miraculous surgery, Alice is walking. 
One artificial leg was unsatisfactory; 
the second she outgrew. Alice’s parents 
had to sell their home; they had to 
abandon a long-range insurance pro- 
gram; one creditor even threatened col- 
lection action in the midst of the fami- 


YOUR LIFE 
MAY DEPEND 


ON IT.. 


by Irv Davis 


Associate Editor 


ly’s distress and worry. All in all— 
nurses, penicillin, artificial limbs, hos- 
pitalization, surgery — Alice’s parents 
spent around $11,000. The driver of the 
car was fined $25. 

This true story is greatly shortened 
from the columns of the Newark News, 
Newark, N. J., newspaper which has 
won for itself an enviable reputation 
for its continuous year-in and year-out 
effort to get safer streets and highways. 
The paper has been rewarded by a 40 
to 50 per cent reduction in local traffic 
deaths. 
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In 1937 highway slaughter had 
reached the then all-time high of 39, 
648. At the beginning of 1938 it looked 
as though the death toll was headed for 
a 45,000 figure. And then the news- 
papers in many cities got on the job. 
In three months traffic deaths dropped 
29 per cent. By the end of the year 
7,000 less lives than the 1937 toll had 
been taken—the most spectacular life- 
saving achievement in any normal year 
in history. 

* * * 

The 1951 “Victim X” campaign, in- 
itiated by the Association, resulted in 
holding the mounting death toll last 
year to a 7 per cent rise for 11 months 
compared with a 10 per cent rise in & 
similar period of 1950 over 1949. From 
a 20 per cent increase in many states at 
the beginning of the year, mid-year 
deaths were brought to a halt at the 
1950 level and holiday deaths were 
reduced. 


The 1952 Newspaper Campaign 


Remembering that campaign—and 
those it conducted in cooperation with 
state, regional and national press oF 
ganizations in 1946, 1947 and 1948, the 
Association believes its 1952 goal is 
not at all impossible. Through the 
medium of twelve 200-lines-x-5-column 
ads, 12 editorials and 12 news stories in 
some 9,000 daily and weekly news 
papers throughout the nation, the Asso- 
ciation expects its message will reach 
some 40,000,000 car owners. It hopes 
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to stop at least 10,000 highway suicides 


and murders. Entirely voluntary and 
at no expense to the papers, with no 
credit-line to any insurance organiza- 
tion (except in the news articles where 
the Association’s safety experts are 
quoted as authoritative sources—and 
even here local authorities may be sub- 
stituted for those) the campaign will 
be sponsored by all kinds of organiza- 
tions and individuals: banks, savings 
and loan associations, merchants, cham- 
bers of commerce, cooperatives, utili- 
ties, insurance agents associations and 
the like. 

Beginning January 15, the campaign 
themes are hitting on the speeding evil, 
need for enforcement, drinking-and- 
driving peril, night-driving dangers, ac- 
complishments of high school driver 
courses and others. 


Purpose of 1952 Program 


Does the Association really expert to 

do this just by these few advertise- 
ments, editorials and news stories? No, 
of course not. The newspaper cam- 
paign does three things: (1) it fur- 
nishes the theme; (2) it helps to stim- 
ulate action; (3) it lets the public 
know. 

The rest is almost entirely up to the 
public . . . almost but not quite. The 
Association has some other resources 
up its sleeve. 


HE automobile accident problem 

and its solution is not one problem 
but several. It is also not a one-shot 
problem but a continuing one. There- 
fore, it is being tackled in a diversity 
of ways. 


Five Focal Points 


The other day at a public discussion 
of automobile insurance losses one 
broker put it succinctly when he said, 
“Look, raising rates won’t solve the 
problem; assigned risk plans won't 
solve it... . Cut down the accidents and 
you will cut down the losses.” 

Cutting down the accidents involves 
five zones of attack: 

A. Public cynicism, apathy, careless- 
hess and recklessness; 

B. Official laxity and/or corruption 
and/or inadequate knowledge, person- 
nel and funds; 

C. Inadequate laws, confusing laws; 

D. Defective cars; 

E. Poorly planned traffic arteries, ac- 
cident-breeding intersections, regula- 
lions, signs, etc. 


A. THE PUBLIC 


“As a starting point toward the goal 
of far fewer accidents, what is needed 
most,” according to Thomas N. Boate, 
the Association’s Accident Prevention 
Department manager, “is immediate 


Death Rate for Various Speed Limits 





(Per 100,000,000 Miles) 


Above or Below Nat'l Rate (%) 


No. of Speed Limit Average for Group 
States m.p.h. 1950* 1949 1948 1950* 1949 1948 
13 60 or over 7.4 7.6 8.6 + 7.2 + 2.7 + 75 
7 55 7.9 8.0 9.3 +145 + 81 +16.3 
12 50 5.8 6.5 713 —15.9 —12.2 — 88 
4 45 6.0 5.4 6.2 —13.0 —27.0 —22.5 
1 40 3.9 3.9 4.2 —43.5 —47.3 47.5 
1] “R&P” 7.9 7.9 9.2 +14.5 + 68 +15.0 
17 50 & below 5.7 6.1 6.8 —17.4 —17.6 —15.0 


* First six months. + “Reasonable and Proper” or “Careful and Prudent.” 


The above table shows clearly the effect of speed on number of fatalities, 


as detailed in the accompanying columns. 


Source: National Safety 


Council; distributed by the Association of Casualty & Surety Companies; 
published in a recent issue of the Association’s Casualty & Surety Journal. 


state and local action against moron 
drivers and unsafe driving habits of 
normal Americans who now kill more 
than 100 people every day, or die them- 
selves in the accidents they cause while 
violating traffic laws. The vast majority 
of these accidents were caused by care- 
lessness, a great many by calloused in- 
difference to traffic laws... .” 

Statistics have been quoted on this 
subject almost to exhaustion. Neverthe- 
less, a few—not as widely known as some 
—are not amiss here in order to under- 
stand why the Association is tackling 
this job in the way it is and why it 
expects the results it does. 


Speed—No. | Killer 


In the order of the number of deaths 
and injuries here are the prime causes 
of traffic accidents: speed, drinking-and- 
driving, driving on the wrong side of 
the road, failure to give the right-of- 
way or to stop for a “stop” sign. 

In 1951, 15,000 deaths and 500,000 
injuries were due to speed violations 
(about 50 per cent of all traffic deaths 
and 40 per cent of all injuries). The 
tendency to higher speeds increased 
deaths on rural highways by 3,200 in 
1950 and accounted for all but 300 of 
the 3,500 jump in the death toll over 
1949. That is why Mr. Boate, a former 
Pennsylvania State Police captain, has 
urged this as Number 1 target in the 
campaign. It is why one of the themes 
is speeding and why another is enforce- 
ment. 


The Open Road 


The important fact that has been lost 
sight of is that while city accidents have 
been declining, those on the open road 
“never stopped increasing.” In 1950 
they went up another 15 per cent.! 

Drinking, it is estimated, cost from 
8,000 to 10,000 driver and pedestrian 
lives last year. 

While official records are not exact 
on this score it is known that more than 
6,000 drivers had been drinking before 
they became involved in fatal accidents 


last year; another 2,000 pedestrians, 
now dead, had been in an alcoholic 
daze. Each day drinking drivers claim 
more victims than the 20 who died in 
the Donora, Pennsylvania, poison-in- 
fected fog of October, 1948. As Donora 
proved that smog is no longer “just a 
nuisance—it is a menace to health,” 
so the fog that clouds the brain of the 
drunken driver is a menace to life on 
the highway. 


The White "'Life-Line" 


Driving on the wrong side of the road 
—crossing the white “life line”—is re- 
sponsible each year for another 5,000 
deaths and more than 100,000 injuries. 
The 1951 toll from violation of right-of- 
way and “stop” signs was an additional 
2,800 dead and 325,000 injured. 

Another theme of the 1952 national 
newspaper highway safety program is 
night-driving perils of glare and re- 
duced reaction time. It is responsible 
for four times the deaths per vehicle 
as daytime driving. 


How Influence Drivers? 


How are these people—the speeding 
drivers, the drinking and reckless driv- 
ers—to be reached? A number of 
methods have been successful in the 
past, are being used effectively now, 
will be re-activated in 1952. 

Enforcement — about which, more 
later—is one immediate way in which 





1This is a good spot to stress a point 
that needs attention: “We kill people, not 
miles.” In 21 states, the death rate per 
100 million miles was shown to have de- 
creased in 1950 over 1949. Yet the num- 
ber of auto deaths increased in alli but five 
of those states—frequently by a substan- 
tial margin over the reported mileage de- 
crease; in spite of apparent fatality im- 
provement the number of injuries went 
up in all but three of these states; the 
number of accidents likewise rose sharply. 

How can the public be taught to be 
safety-conscious when at the same time 
they are being told that driving has be- 
come safer? You, too, will be confused 
unless, in your future reading on this 
subject, you bear these points in mind: 
(1) Mileage death rate gains are illusory 
in nearly all instances, with greater fa- 
talities being absorbed and hidden in large 
increases in miles traveled; (2) they in 
no way reflect increases in accident fre- 
quency—in the hundreds or thousands 
more injured, and in property damage ac- 
cidents which become insurance claims. 
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TURN IN FACE OF Tar?’ USURPING RIGHT ¢ 


MAGNETIC DRIVING BOARD: Used to create and solve driver prob- 


lems in safe-driving courses in more than 662,000 schools in 48 states. 


public carelessness can be stopped. 
Once the driving public knows that 
safety laws will be enforced, they take 
less chances. The Los Angeles police 
department, for example, stepped up its 
year-round safe-driving campaign in 
1950 by asking business firms to adopt 
a “no alcohol” rule for Christmas 
parties, and warned all Los Angeles 
citizens that “Drunken drivers will go 
to jail.” Result: there were 1,100 
drunken arrests, of whom 171 were 
drivers. Deaths on Christmas week-end 
were held to three, a normal week-end 
toll. 

Up in Utica, New York, where some 
insurance carriers had pulled out of the 
automobile lines, service clubs got to- 
gether a few years ago and brought 
about strong law enforcement. Result: 
drunken driver fatalities were held to 
one in one year. 

Enforcement is the immediate way. 
The 1952 Newspaper Program’s appeal 
will cut two ways; the public, by urg- 
ing lower speeds and saner driving and 
by arousing people to accept strict law 
enforcement; officials by stimulating a 
new will to enforce the law. 

But for the long term, there is only 
one way: instilling correct driver atti- 
tudes and correcting wrong ones. Here 
are a few examples of what training 
and education can do and how the in- 
surance industry has played its part: 


Teaching Safe Walking 


Some 25 years ago the death rate 
among children had reached alarming 
proportions. Aroused to action, grade 
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schools instituted consistent instruction 
in how to cross streets safely; these 
courses became part of the curriculum. 
Today only 15 per cent of pedestrian 
fatalities are children under age 15, 
compared with 30 per cent in 1930. The 
habit stuck—and many adult pedes- 
trians today are alive because of the 
good habits they learned in_ these 
courses. 

And then, it was reasoned, if we can 
cut pedestrian accidents by teaching 
young people to walk safely, why can’t 
we cut accident rates further by teach- 
ing them to drive safely. It is old news 
now that the Association of Casualty & 
Surety Companies pioneered in sponsor- 
ing high school safe-driving courses, 
helped to set up the National Confer- 
ence on Street and Highway Safety; 
financed the first child safety activities 
by grants to the National Safety Coun- 
cil. School-trained drivers in 48 states 
are now more than 3 per cent of the 
nation’s drivers . . . are increasing at 
the rate of 660,000 a year (twice the 
rate of four years ago). In 10 years, 
more than 3,500,000 young drivers have 
taken these courses and in 1951, 27 
states received Association awards for 
driver-education courses. The evidence 
is on record (See THE Spectator Pror- 
ERTY INSURANCE Review, October, 
1951) that safe-driving instructed stu- 
dents have less accidents and less viola- 
tions by a substantial margin than 
others. 

The alertness and community spirit 
of the Oklahoma City Association of 
Insurance Agents is typical of how the 


industry is active at the local level, 
When the city was about to abardon 
high school safe-driving courses for jack 
of funds, the Association financed {rom 
its commissions on city business em- 
ployment of a part-time instructor and 
provided two $2,500 scholarships for 
city policemen at the Traffic Traising 
Institute of Northwestern Universi‘ y. 
These high-school courses are one 
theme of the 1952 Newspaper Prog: ams, 


Traffic Courts and Schools 


Attitude is emphasized again by 
Judge Charles C. Bernstein (Maricopa 
County Juvenile Court, Arizona), in 
Public Safety for December, 195]. 
Judge Bernstein’s Juvenile Traffic At- 
titude School uses the tunnel vision 
test to show youngsters who have been 
brought in for traffic violations why the 
law slows them down in congested and 
other areas; it shows them why they 
shouldn’t pass on a curve. After sev- 
eral of these physical tests, there is a 
demonstration ride, a motion picture 
(“The Last Date”), a series of lectures 
with a question period, a two-hour ride 
in the patrol car to let the youngster 
see accidents and witness arrests. Final- 
ly there is a repeat attitude-and-general- 
driver test. During all this while the 
boy’s or girl’s license is suspended and 
remains so until there has been real 
improvement in the tests. 

This sort of driver training, with 
variations, has been successful, too, in 
the safe-driver clinics conducted in some 
Pennsylvania communities. The Center 
for Traffic Education at New York Uni- 
versity, which was founded and is sup- 
ported by the Association, is another 
basic research and training institution 
for inculcating good driver attitudes, 
especially among driver-employees of 
corporations with large fleets. 

The Association also is an active 
member of the National Advisory Com- 
mittee on Motor Vehicle Fleet Super- 
visory Training, whose courses the As- 
sociation helped to develop. In 195) 
this Committee conducted three train- 
ing schools for fleet safety engineers. 

Another way in which the Association 
is prepared to back up its advertising 
an editorial safety campaign is by 
clearing through the Center for Safety 
Education requests for instructors and 
material for refresher adult driver 
courses. Here is where local agents and 
local associations enter the picture; 
they encourage the formation of ciasses 
and act in cooperation with local spon- 
sors to get instructors, films, books, 
housing, equipment and other material. 


B. ENFORCEMENT 


A glaring example of “slap-on-the 
wrist” treatment of flagrant traffic law 
violations cited by the Association 18 
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that of a Virginian who never spent a 
day in jail despite nine convictions— 
twice for speeding, three times for reck- 
less driving, twice for drunken driving, 
once for assault and intent to kill, and 
once for driving after revocation of his 
permit; and these occurred on top of 
37 convictions for drunkenness afoot! 

This is quite a contrast to Los An- 
geles 171 arrests for drunk driving re- 
ferred to above. It is to be contrasted, 
too, with Pennsylvania’s record: this 
state won the National Safety Council’s 
award last year for the best traffic 
safety record in 1950 among all the 
states. Pennsylvania has a strict en- 
forcement program and a 90-day sus- 
pension for a speed conviction. 

In 1947 New Jersey originated the 
“no-fix” ticket, a triplicate form of traf- 
fic ticket, which cannot be “fixed” or 
evaded easily. 


Role of Insurance 


How can the insurance industry — 
companies, field personnel, agents—be 
an influencing force for strict enforce- 
ment? First, through the industry’s con- 
tact with Northwestern University’s 
Traffic Institute, which is supported in 
fact by the Association of Casualty & 
Surety Companies. The Institute’s field 
force spends a considerable part of its 
time and money in re-organizing police 
departments in municipalities all over 
the country: setting up traffic divisions, 
advising on personnel problems, train- 
ing the staff, securing the adoption of 
the “no-fix” traffic ticket. Second, the 
Institute is the scene each year of a 
one-week course for traffic court judges 
—financially supported by the Associa- 
tion and the American Bar Association. 

Finally, the current campaign fea- 
tures “A Ticket Is A Favor,” and con- 
linues, “There’s no personal animosity 
in a ticket—and it may be saving your 
life. . .” In addition, Editorial No. 11 
of the newspaper series ends with this 
human but firm appeal: “Policemen 
don’t relish issuing traffic tickets. It 
just means more work and abuse for 
them. When more motorists realize that 





law enforcement must apply to every- 
one, we will begin to get somewhere in 
our efforts to clean up this shocking 
mess called ‘the traffic problem.’ Always 
temember that a traffic ticket may well 
a ticket for life—some other person's 
life or maybe even your own.” 

Here is one more opportunity for 
local associations to follow up by inter- 
esting other local groups in improving 


the community’s enforcement § ma- 


chinery. 


C-D INADEQUATE LAWS— 
DEFECTIVE CARS 


There are the third and fourth zones 
of attack if accidents and insurance 
losses are to be reduced. 


Uniform Traffic Code 


“Differences in right-of-way, turning 
and passing rules and variations in 
the meaning of traffic signals and stop 
signs invite accidents. Differences in 
speed restrictions and the many other 
operating rules lead to confusion, con- 
gestion and arrests.” * That is why the 
Association has been working with 
groups like the National Committee on 
Uniform Traffic Laws and Ordinances 
the National Conference of Street and 
Highway Safety and the Joint Commit- 
tee on Uniform Traffic Control Devices, 
to bring about adoption in all the states 
of a uniform traffic code, first recom- 
mended in 1925. 

Despite the recognized advantage of 
uniform rules of the road, speed regu- 
lations differ from state to state: 21 
states have no traffic signal legend; in 
many, regulations are vague and often 
contradictory. A third of the states do 
not require certificates of title; one 
still does not require a license; severa! 
do not prescribe or enforce adequate 
examinations. Though 27 states have 
adopted the model code’s Article V 





2C. W. Stark, secretary, National Com- 
mittee on Uniform Traffic Law and Ordi- 
nances, in “Uniform Traffic Laws and 
Ordinances,”’ published in Traffic Quarter- 
ly, January, 1951 (Eno Foundation). 


weg 


“Regulating Traffic on the Highways,” 
only eight of these require periodic in- 
spection of vehicles. 

The Association of Casualty & Sur- 
ety Companies—advocate of inspection 
since the idea had its inception in Gov- 
ernor “Al” Smith’s (New York) “Save- 
a-Life” campaign and in a month’s in- 
spection drive under Governor John S. 
Fisher of Pennsylvania—has been partly 
responsible for bringing 13,000,000 cars 
under regular inspection as of 1952 
(Texas and Virginia will add their car- 
owners to the present 9,250,000). 

That this is an important feature of 
the industry’s safety effort is attested 
to by the fact that in the 12 states re- 
quiring inspection, auto accidents in 
1950 were 14.7 per cent below the na- 
tional average, compared with fatalities 
4 per cent above that average in those 
states not requiring inspection. Just 
recently the movement for motor vehicle 
inspection was revived in New York 
State. 

The Association is also influential in 
securing adequate traffic laws by reason 
of the standard licensing code which 
the Association developed and which 
has the support of the American Asso- 
ciation of Motor Vehicle Administrators. 
Furthermore the industry works through 
the Council of State Governments and 
the Governors’ Conference in develop- 
ing traffic safety programs, such as the 


Uniform Motor Vehicle Code. 


E. TRAFFIC ARTERIES 


Here is the final point of attack. 

By actual count, according to Thomas 
N. Boate, the Association’s Accident 
Prevention Department manager, in 





TIME-REACTION MACHINE: Students in a safe-driver course studying 


how time-reaction is tested. Many states use this test before licensing. 


THE SPECTATOR, January, 1952—1!5 








1950 the best 12 examples of highway 
engineering published by the Associa- 
tion prevented 70 accidents, nine deaths 
and 61 injuries in comparable periods 
after safety projects had been com- 
pleted in five cities and in two rural 
areas in five states. Before the changes 
had been made there had been nine 
deaths and 65 injuries in 90 accidents 
at these localities. The prize-winning 
Nebraska rural cross-roads project re- 
sulted in reducing accidents 91 per cent 
while increasing spéed limits from 25 
to 35 miles an hour. 

A project at a Pennsylvania rural 
road junction, costing only $188, re- 
duced the toll of seven deaths and 11 
injuries in nine accidents within a 21- 
month period to only three accidents in 
a similar period thereafter, involving 
an intoxicated driver, one unlicensed 
operator and a third who skidded on an 
icy road. 

The newspaper safety program de- 
voted Article No. 9 plus an “ad” to 
trafic engineering and its benefits in 
lives saved. 


AWARDS, COSTS HIGHER 


These are two areas of attack which 
have not been considered, not because 
they are unimportant, but because they 
are secondary to the more basic one of 
cutting accidents. 

It has been estimated that jury 
awards are 54 per cent higher today 
than they were 10 years ago. For ex- 
ample: a $165,000 verdict for a husband 
for loss of services of his wife; a $400,- 
000 award to a waiter, later reduced by 
the court to $260,000; a $175,000 award 
to an elderly couple for what is said to 
be “not especially serious injuries”; 
$136,000 to a housewife for the loss of 
a leg. 

In addition, the carriers report that 
accident frequency as related to pre- 
miym income has increased 8.2 per cent 
in 1947 over that for 1946; 40.4 per 
cent in 1948 over the 1946 base number 
of losses; in 1949, 65.1 per cent; in 
1950, 67.0 per cent. 

So far as auto repair costs are con- 
cerned, an item in the St. Paul Letter, 
house-organ of the St. Paul - Mercury 
Indemnity, reports that labor costs have 
increased 100 per cent during 1951; 
parts, from 15 to 25 per cent; tires, 50 
per cent; painting, from a former $65- 
$85 to more than $85 and with lacquer 
to $125-$150; towing, 25 to 40 per cent. 
(From a survey by the American-Asso- 
ciated Companies. ) 

Several plans have been in operation 
to reduce repair costs by eliminating 
gauging of the companies: such plans 
as the Independent Appraisal Plan 
sponsored by the Association of Cas- 
ualty & Surety Companies and the Na- 
tional Association of Automotive Mu- 
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tual Insurance Companies; the Ap- 
proved Garage Plan on the West Coast; 
the Pittsburgh Plan. The Indepent Ap- 
praisal Plan is in effect in 52 cities. 

As a further step, a committee of the 
Association has been appointed to con- 
fer with the automobile manufacturers 
on the subject of auto construction. It 
has proposed to the car makers that 
they name a similar committee to meet 
with the insurance group. 

In the long run, however, the Associ- 
ation feels that current increasing loss 





THOMAS N. BOATE 
Accident Prevention Specialist 


ratios which are a major concern to the 
business—the National Bureau of Cas- 
ualty Underwriters envisions the pos- 
sibility of a new high for 1951—will be 
reduced only when accidents themselves 
have been radically cut. 


HIS objective — reducing highway 

accidents is to be achieved through 
a two-pronged drive: the short-term, 
concentrated spearhead of the present 
program with its emphasis on strict en- 
forcement, and its slant toward arousing 
the public against the speeder and the 
drinking, reckless driver; the other, the 
long-term plans to inculcate good driv- 
ing attitudes and to obtain uniform 
trafic laws and adequate traffic per- 
sonnel. 

From what has been outlined you 
can see that achievement of these aims 
is sought through three types of action: 
(1) direct education, as in the high 
school safe-driver courses, adult driver 
refresher courses, and the fleet-driver 
schools; (2) indirect education through 
the press, as in the successful 1938 and 
1946-48 safety campaigns; the Victim X 
campaign of last year; the pedestrian 
safety program; and others; and finally, 
(3) through active work and confer- 
ences with all kinds of key groups, 


such as the National Safety Council, 
the American Association of Motor Ve. 
hicle Administrators, the Yale Bureay 
of Highway Traffic, the N.Y.U. Center 
for Safety Education, local community 
groups, particularly local agents asso. 
ciations via the National Association of 
Insurance Agents. Indeed, one of the 
most important coordinating factors in 
the whole highway safety movement is 
the booklet, “Safety Is Good Business,” 
published jointly by the Association of 
Casualty & Surety Companies and the 
N.A.LA. This booklet is a guide and 
source book on community action in 
safety. 

The 1952 National Newspaper High- 
way Safety Program is but a beginning 
of the job ahead. The thinking of some 
people in the insurance industry is al- 
ready exploring the possibility of ex- 
panding the program. They would place 
the problem of highway safety before 
the public in local and state elections 
so that each candidate will be obliged 
to commit himself on various safety 
measures; they would provide compe- 
tent staff and consultation services to 
responsible governmental agencies; 
join with the automotive industry in 
obtaining strong support for traffic 
safety measures; organize company per- 
sonnel at all levels to offer local leader- 
ship wherever needed; organize acci- 
dent prevention committees locally with 
local resident managers supplying lead- 
ership and prestige; conduct public 
opinion polls and ,on the basis of these 
polls, press for needed reforms through 
publicity and meetings with government 
agencies. 

The 1938 and the 1946-48 traffic 
safety campaigns have shown what a 
sound, consistent newspaper program 
can accomplish once it sets out to get 
across to everybody—editors, publishers. 
police and the public—that all impor- 
tant fact, that 90 per cent of traffic 
deaths and injuries are preventable; 
once it serves notice that widespread 
law enforcement and law observance 
are needed to cut highway deathis. 

“Traffic accidents,” it has been said, 
“have been our greatest shame far too 
long. They will be brought under con- 
trol when public opinion becomes $0 
aroused that motorists will not dare 
violate the law, public officials will not 
dare fail to employ enough policemen 
to patrol our streets and highways ade- 
quately, police will not dare fail to 
make arrests, politicians will not dare 
ask for a ‘fixed’ ticket, and judges will 
not dare hand down light punishment. 
The people can have law enforcement 
whenever they want it, but they must 
ask for it in terms that cannot be mis 
understood. It is long past time, for all 
of us should have been doing just that, 
but it still isn’t too late for those of 
us who have survived — if we hurry. 
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Here is the 


Proof of the “Pudding”. coer 









¥ 
The best evidence of any insurance com- 


pany’s value to its agents is the length of 
time both benefit from their association. 

You can judge the quality of service the 
Fire Association-Reliance Companies give 
by the fact that today more than 25% of our 
agents have represented us continuously for 
more than 25 years. 

That’s convincing proof of the strength, 
stability, consistency of underwriting policy 
and strictest regard for our commitments 
that the Fire Association-Reliance Com- 
panies offer you, the insurance agent. It’s 
the best evidence of the sort of service and 
support you can count on—under all kinds 
of business conditions—through the years 
ahead. 


Over 25 % 


of all our agents 


2 | 2 5 years! 







have represented 







us for more than 


Head Offices: 401 Walnut St., Philadelphia 
6, Pa. Branches in Atlanta, Chicago, Dallas, 
New York, San Francisco, Toronto. Claims 
and Settling Agents throughout the world. 
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the evolution of a 


This is the story of a strike. It has been called the bigvest 


HEN 11,000 home office em- 
ployees of The Prudential Insur- 
ance Company arrived for work on the 
morning ot December Ist, they were 
greeted with the sight of pickets parad- 
ing up and down in front of the com- 
pany entrance on Newark’s Broad 
Street. The pickets represented district 
agents of the Prudential, 15,000 of 
whom were called out on strike by 
their union, the Insurance Agents’ In- 
ternational Union (AFL). The strike, 
affecting company operations in 35 
states and the District of Columbia, is 
considered the largest among “white 
collar workers” in the history of the 
American labor movement. 
The walkout was the result of un- 
successful negotiations on a new con- 


“‘white collar worker” strike in labor history, and it all 


started when close to 10,000 district agents of the Pru- 


dential Insurance Company left their debits on the first 


of December in answer to their union’s call for a walkout 


tract for the agents between the Pru- 
dential and the agents’ union. Despite 
the strike call, 5,415 district agents in 
the 35 states affected by the union con- 
tract reported to their local offices on 
the morning of December Ist, all set 
to continue on their appointed rounds. 
Agents in 11 of the 35 states and the 
District of Columbia voted to ignore 
the walkout order and stayed on the job. 

As the strike continued into late 
January, the Prudential reported that 
more than 7,200 or 46% of the 15,000 
agents affected by the strike were back 
on their debits. 

Representatives of the union advised 
the Prudential on September 20th that 
their contract affecting the member 
agents would not be renewed automatic- 





Prudential officers discuss strike problems; (1. to r. seated): V. P. 
Oliver W. Beal; President Carrol M. Shanks; Actuary Pearce 
Shepherd; and (standing) General Solicitor Eugene J. Conroy. 
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ally. When both sides met for negotia- 
tions on October lst, the union pre- 
sented demands for a total over-all 
wage increase that the Prudential esti- 
mated would cost the company approxi- 
mately $64,000,000 per year—or an 
average weekly increase for the agent 
of about 72%. 

For some months before negotiations 
got under way, the Prudential had been 
studying the problems of agents’ com- 
pensation and on the basis of this 
study they presented the union with 
what they considered their most equit- 
able offer: 

1. Increase in commission scales on 
an average of $3.45 per agent; 

2. Renewal of a 1950 offer of a non- 
contributory pension plan? which would 
be the equivalent of a $3.14 increase 
in weekly pay for the agent; 

3. Refund to the agents of contribu- 
tions made in 1951 on the contributory 
pension plan—an average of about $150 
per agent; 

4. Liberalized 
other benefits. 

It was estimated that the over-all 
increase would cost the company some- 
where in the neighborhood of $5,000,- 
000 per year. 

The Prudential offer was 
down by union negotiators who offered 
as a compromise measure a total over- 
all wage increase that the company 
estimated would cost about $35,000,000 
per year—or an average per agent of 
about $45 weekly, a raise of approxi 
mately 40%. When neither company 
nor union could agree further, negotia- 


vacation plan plus 


turned 





1. Maryland, Virginia, Alabama, Georgia, North 
and South Carolina, Vermont, New Hampsiire, 
Oklahoma, Colorado and Utah. 


2. Company spokesmen maintained thai the 
1950 offer of a non-contributory plan was tirned 
down by the union for “strategic reaso' 
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by Joseph M. McCarthy 


Associate Editor 


tions were suspended on October 19th. 
Together with a government conciliator 
both sides resumed negotiations on No- 
vember 15th and the Prudential re- 
peated its offer which the union refused 
to accept. Since the inception of the 
strike, representatives of both sides to- 
gether with a Federal mediator have 
been meeting at intervals. 

On January 12th, the union stated its 
latest compensation position — a flat 
$7.50 across the board weekly increase 
for each agent. This marked a substan- 
tial decrease from estimated early de- 
mands. The Prudential claimed that the 
increase asked by the union would be 
taxable to the full amount thus bring- 
ing the net to about $6, or about the 
same take-home pay as that offered by 
the company. It was also claimed that 
only about one-half of the $6.59 in- 
crease proposed by the Prudential 
would be taxable. However the com- 
pany reaffirmed its previous statement 
that it could not legally meet the form 
of pay increase proposed by the union. 
It has been established that the union 
is working for an increase in guaranteed 
collection compensation, an allowance 
to cover expenses incurred while the 
agent is working his debit, and in- 
creases in commission rates. 

According to the Prudential, their 
offer of settlement, which they consider 
final is based on a number of consider- 
ations, chief of which is the limitations 
Placed upon the company by Section 
213-A of the New York Insurance 
Law (expense limitation on industrial 
business). Actuaries of the Prudential 
have calculated that the company would 
be paying 9934% of what it is per- 
mitted to pay under this statute if 
their offer were accepted. 

It was claimed by the company that 
the union was presented with the rea- 





sons for the conclusions reached re- 
garding compensation problems and 
also supplied with company i 
statements going some years back. A 
consulting actuary employed by the 
union met with actuaries of the Pruden- 
tial and discussed the intricacies of the 
problem; union lawyers held confer- 
ences with counsel of the Prudential 
on the workings of the insurance laws 
affecting the situation. However no 
agreement could be reached and the 
strike was called following the expira- 
tion of the old contract on December Ist. 
On calling the strike the union main- 
tained that the company could change 
its bookkeeping methods to meet their 
demands and to stay within the expense 
limits of Section 213-A. The company 
maintained that this could not be done. 
Agents’ Duties 
. The district agent of the Prudential 
is assigned a certain area known as a 
debit where he makes weekly calls at 
the homes of those in the area who are 
insured in the Prudential. He collects 
the premiums due on their industrial 
policies. That is only part of his 
service to his policyholders. He gives 
them advice and help on their present 
insurance and as he observes the 
changes in the environment of his in- 
sureds, he makes recommendations for 
insurance plans to fit their changing 
needs. The agent averages between 300 
and 350 families on his debit. 
Commenting on the district agents 
of the Prudential, Carrol M. Shanks, 
president of the company stated: “our 
agents are primarily salesmen. although 


they do a big job of collecting pre- 
miums and helping policyholders with 
all their insurance problems. Increases 
in income are possible to our agents 
through greater production and result- 
ing larger commissions. The experience 
of most agents in recent years strongly 
bears this out.” 

Mr. Shanks further pointed out that 
“the union has taken the stand that the 
agents should receive more pay through 
substantial increases in collection rates 
as well as in sales commission rates.” 
He said that in his company’s opinion 
“the job is more than just a collection 
job: it is a sales job with opportunities 
to guide people in a professional way 
in their insurance purchases and pro- 
grams.” 

An analysis of the Prudential agents’ 
salaries discloses that a major share of 
the wages are based on their abilities 
as insurance salesmen. There is no ceil- 
ing on the amount of commissions that 
the agents can earn. It was pointed 
out to this writer that a number of the 
district agents are in the $10,000 plus 
bracket. 


Standard Commission 


In addition to his commission possi- 
bilities, the district agent is paid a 
standard commission for collecting 
premiums and servicing industrial 
policyholders. For this he has a mini- 
mum guarantee of $35 per week but 
the company emphasizes that it hasn’t 
a $35-a-week agent on its payroll and 
that the vast majority of its agents are 
getting $50 weekly or better in collec- 
tion fees alone. The collection : fee 





Original Company Offer 


Increase Ordinary Service Commission 


from 1% to 2%..........4-. 


Average Increase Per Agent 


Ordinary first-year Commissions on poli- 
cies with a basic amount of $5,000 


or more increased 10% ...... 
Increase in each bracket of Conservation 


Commission 


Sub-Total 


Change to Non-Contributory Pension 


Plan 
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* This is the average contribution to the pension plan and it is 
equivalent to a taxable increase of $3.93 at 1950 income tax rates. 
Each Agent to receive refund of his contributions since 1-1-51. 
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guarantee is only one of six different 
types of commission available to the 
agent. 

According to the Prudential, their 
agents are in upper income brackets 
and their salaries compare favorably 
with the incomes of the professional 
classes. The following table shows a 
complete tabulation of the weekly cash 
earnings of the 15,419 district agents 
who worked in the strike area during 
the first nine months of 1951. The 
figures do not include welfare bene- 
fits, estimated by the company to 
amount to more than $11 weekly. 





Earnings of Prudential Agents in Strike Regions 
During 1951 
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The table shows that 7,061 of the 
15,419 agents accounted for, earned 
$100 or more per week while only 153, 
less than one out of a hundred, re- 
ceived less than $60 per week. The 
lowest salary recorded was $47.50 per 
week. Prudential spokesmen claim that 
the average weekly earnings of their 
district agents—over $99 per week plus 
welfare benefits of more than $11 per 
week—represents one of the highest 
averages in the entire life insurance 
business and that over-all earnings com- 
pare favorably with the best in the 
industry. 


Areas of Activity 


A geographical survey shows that 
the greatest number of striking agents 
center in the major industrial cities.® 
Little strike sentiment could be found 
in the smaller cities and rural areas. 
In the west, 75% of the district agents 
were working in January and in the 
south and southwest almost all of the 
Prudential agents were on their debits. 

In the areas where approximately 
8,000 district agents remain on strike, 
the Prudential continues to take paid 
advertisements in the newspapers and 
on the radio to inform its policyholders 
of the ways and means in which to 
pay their premiums properly. Policy- 
holders were informed that if the Pru- 
dential agent didn’t call for their pre- 
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miums, payment could be made in 
person or by mail to the company 
branch office. Company advertising 
was and continues to be successful in 
telling policyholders that premium 
payments need not be affected by the 
strike and the latest word from the 
home office was that policyholders are 
cooperating in the fullest. 

Acting on the opinion that the Pru- 
dential had illegally spent the money 
for this advertising campaign, three 
policyholders asked for an injunction 
in the New York Supreme Court to 
stop the advertising. Their thinking 
was that the weekly premium collection 
policy of the company was an “in- 
tegral part of the agreement between 
the insured and the Prudential.” They 
also sought an order directing com- 
pany officials to “reimburse the Pru- 
dential in an amount up to $5,000,000 
for all sums spent in advertisements 
ordering policyholders to pay insurance 
directly to the office.” These three 





Pres. Shanks explains position. 


policyholders include two district 
agents of the Prudential and a labor 
union lawyer, according to the Pru- 
dential. A statement on the Pruden- 
tial advertising policy in the strike 
crisis discloses the company’s position: 

“Radio and newspaper advertising 
are widely known as some of the low- 
est cost ways to communicate with the 
public. The Prudential has utilized 
both to inform and assist policyholders 
in protecting their life insurance, 
which might be endangered by refusal 
of striking AFL district agents to make 
their regular home collection calls. 

“The advertising has been entirely 
of a public service and informational 
character, stressing how the policy- 
holder can make his regular premium 
payments and thus protect himself. If 
the striking agents had remained on 
the job, it would not have been neces- 
sary, of course, for the company to 
communicate with its policyholders 
this way.” 


In some areas representatives of Pru- 
dential policyholders expressed con- 
cern over the possibility of policies 
lapsing and appealed to various state 
insurance commissioners to declare a 
moratorium on Prudential policies 
affected by the strike. Indicative of the 
thinking of the commissioners was the 
response of New York State Superin- 
tendent of Insurance Alfred J. Bohl- 
inger. He assured New York policy- 
holders of the Prudential that their life 
insurance would not be jeopardized by 
the strike. 

The Superintendent said that he did 
not have the power to declare a mora- 
torium on the weekly payment of pre- 
miums to prevent industrial policies 
from lapsing, but he assured those con- 
cerned that he had given the problem 
full study and could report that policy- 
holders’ interests are adequately pro- 
tected under the Prudential’s rules and 
are not prejudiced because of the 
strike. 

Mr. Bohlinger further explained that 
the rules provide for reinstatement of 
lapsed policies under conditions which 
are designed to protect the policy- 
holders’ interests. He pointed out that 
in addition to the usual grace period 
provisions contained in the policies and 
the provisions for non-forfeiture bene- 
fits in the form of extended or paid-up 
insurance, the conditions for reinstate- 
ment of any policies which may lapse 
are designed to protect the policyholder. 

“Notwithstanding the provisions un- 
der which policyholders are protected,” 
said Superintendent Bohlinger, “I be- 
lieve that it is desirable that policy- 
holders continue their premium pay- 
ments. 

“In connection with this entire mat- 
ter, my investigation discloses that the 
company has continued all other policy- 
holders’ services, such as payment of 
claims as heretofore. It shall continue 
to be my purpose to see that no policy- 
holder will suffer by reason of the cit- 
cumstances which create the present 
situation.” 

The first major strike to affect the 
insurance business is close to two 
months old with no indication of settle- 
ment. Daily, more and more agents 
are reporting back to the company’s 
district offices. Prudential operations 
continue to function smoothly only be- 
cause of the cooperation of the policy- 
holders affected, the district agents who 
continue on the job, and the extra 
efforts of the 11,000 home office per- 
sonnel. These factors have all been in- 
strumental in the Prudential’s carrying 
on its tremendous business with its 


28,000,000 policyholders. 





3. Boston, New York, Newark, Philadelphia, 
Pittsburgh, Chicago, St. Louis, Kansas City. 
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Bringing down those unusual or special risks calls 
for the ‘‘pay-off combination.” That means your own skill, 
of course, plus the specialized co-operation of 


a progressive insurance group. 
LJ 


North America Agents know they can call on efficient 
aid when they aim for these profitable risks. 

For example, highly trained, experienced Technical 
Representatives are available through North America’s 
42 Service Offices. These men help the Agent 

serve the insured, by preparing recommendations 

that tend to prevent fire, eliminate hazards 

and protect the property ... by suggesting improvement 
of construction and reviewing insurable values so 

that a proper insurance program can be built. 
Assistance such as this often marks the difference 


between a hit or a miss on important risks. 


See what North America Companies can do to 
assist you in building a more 

profitable business. Get in touch with the 
North America Service Office Manager 

nearest you. If you haven’t met him, write us. 


We'll be happy to introduce you. 


How to hit a target 













Insurance Company of North America, founded 1792 in Independence Hall, is the olds 
est American stock fire and marine insurance company. It heads the North America 
Companies which meet the public demand for practically all types of Fire, Marine and 
Casualty insurance; Fidelity and Surety Bonds. Sold only through Agents or Brokers. 





PROTECT WHAT YOU HAVEO 


NORTH AMERICA COMPANIES 


Insurance Company of North America 
Indemnity Insurance Company of North America 
Philadelphia Fire and Marine Insurance Company 


1600 ARCH STREET, PHILADELPHIA 1, PA. 
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Editorial Consultant 
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Clayton G. Hale 





In 1932, Clayton G. Hale pre- 
sented his first commentary on 
the property and liability in- 
His study of 
1951 is the 2Ist consecutive 


surance fields. 


annual review he has written for 


The Spectator. 





HE year went fast. This may be 

as good an indication as any of 
the nature of 1951 to those in the prop- 
erty insurance business. 

Unlike some years of recent mem- 
ory, no part of the business was 
knocked down. No segment was hor- 
ribly bruised. There was some pushing 
around, and some portions were caught 
in some squeezes; but on the whole the 
year was less rough, and a little more 
fun, than most of the years of the vio- 
lent decade of insurance changes which 
has followed the closing days of 1941 
and Pearl Harbor day. 

During 1951 the business finished 
brushing off its coat and bending back 
its spectacles as it moved along, and 
there was enough of preoccupation in 
this to make the time pass rapidly. 

But it was wearing on the people in 
it, as they continued further with mod- 
est advances toward multiple line un- 
derwriting (and began to inquire more 
searchingly into just what they meant 
by that term); and with half steps 
toward an aill-risk dwelling policy 
(with some companies making “a trial 
run” with it on an experimental basis 
while other companies tested out ex- 
tended extended coverage); and with 
two plans for interstate insuring of 
nation-wide merchandising operations 
(enabling insureds to claim the bene- 
fits of either plan in their own particu- 
lar situations, and move from one the- 
ory of “correct” rating to the other as 
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their experience changed, while some 
enthusiastically divided their accounts 
and “took on” both plans simultane- 
ously) ; and with the settlement of left- 
over windstorm losses which continued 
to come in from November, 1950 (and 
aggregated far more than the reserves 
set up for them at the end of that 
year); and with the missing of an 


inundation of losses from the Kansas k 


floods of 1951 (and popular outcry to 
find out why insurance companies ever 
miss such things). And there were 
other things. These are just samples. 
It was a busy year and it was wearing; 
but it seems as though the business 
came out of it a little more settled 
down, and a little more perked up, 
and a lot stronger, than it entered it. 
There was a sense of being on the way 
somewhere, with less stumbling and 
less dissension among the travelers. 
More than likely it was progress. 


Loss Ratio Problem 


To company executives this commen- 
tary, thus far, may seem to draw a 
picture overly pleasant. Both fire com- 
panies and casualty companies may end 
1951 with underwriting losses. 


The hang-over windstorm claims 


from late 1950 gave the fire companies 
a disheartening start into 1951, and 
continued to come in in such volume 
and with such persistency that it was 
not until June that the end arrived and 
with it came a stretch of underwriting 
red ink that, generally speaking, was 
not overcome until October business 
was closed and the season for increas- 
ing fire losses was at hand. If this was 
not enough to carry the red ink on to 
the end of the year, one needed only 
to look at the automobile physical prop- 
erty accounts (fire, theft, windstorm, 
comprehensive, and collision) to see 
the rest of the unfavorable experience. 

Meanwhile the casualty companies 
were plagued with the rest of the auto 
mobile business (bodily injury and 
property damage liability) and found 
themselves encountering truly alarming 
loss ratios during the first half of the 
year, with some noticeable tapering off 
during the latter half thanks to a blood 
transfusion in the nature of an impor- 
tant general raising’ of premium rate 
level which, because of this being one 
year term business, began to assert 
their restorative value fairly promptly. 
Whether it was in time to save the loss 
ratio for the year is problematical. For 
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how long it may have saved it is also 
open to speculation; and what the long- 
range solution to this problem may be 
is one of the most serious questions 
facing any branch of the insurance 
business. 


Inflated Prices 


Back in the days when a plaintiff’s 
lawyer asked a jury for $10,000 dam- 
ages for a wrongful death, to be in- 
vested in U. S. Liberty Bonds, at 6% 
interest, yielding $600 per year, for 
the payment of the rent for an apart- 
ment at $30 per month, plus $20 per 
month for groceries, a verdict in that 
amount seemed to have sense to it. 
Today we must be slow to charge a 
plaintiff's lawyer with demagoguery 
when he demands of a jury, and not 
infrequently gets, such a sum as $40,- 
000, which, invested again in U. S. 
Government Bonds now paying only 
2.5%, yields only $1,000 per year, with 
which to pay current rent of, say $50 
per month, leaving $33 for groceries. 
Thus we see the insurance company 
paying out 400% as much as before; 
the claimant receiving only 67% more 
monthly income, from which to bear a 
cost of living that has risen not less 


HARDLY FURIOUS 


than 75% by any kind of figuring. This 
type of reasoning also makes sense, as 
any trial attorney well knows; it is the 
times that make the least sense—the 
combination of inflated prices and low 
interest yields. Resort may be had to 
the purchase of annuities, and appeal 
may be made to jurors themselves real- 
izing the need of keeping some sem- 
blance of conservatism in awards for 
damages. What else has made possible 
the avoidance of doubled or tripled pre- 
mium rates which have not, even now, 
come to pass? But the 1951 instance 
of a jury bringing in an award of 
$400,000 for injury of a man, which 
the judge declared to be unreasonable 
and trimmed to a reasonable figure of 
$280,000, was a solid blow between 
the eyes of the liability insurance 
business in the United States, and it 
actually caused Lloyd’s, London, to 
launch an inquiry to learn if we had 
lost our senses over here. 


Auto Insurance Rates 


The tremendous volume of premiums 
now represented by the several parts 
of the automobile insurance business 
is not yet known for 1951 and indeed 
the final figures for 1950 became 








known only about 120 days ago. For 
1950, of a total premium volume of 
$7,700,000,000, written by fire, marine, 
casualty and surety companies (and 
including $788,508,000 of accident and 
health premiums written by life com- 


panies) the automobile business ac- 
counted for $1,212,278,000 in physical 
damage premiums, plus $930,649,000 
in bodily injury liability, and $481,- 
648,000 of property damage liability, 
making a total in automobile lines of 
$2,624,575,000 which, to old-time fire 
company men, and newer casualty com- 
pany men, can be measured as exceed- 
ing by more than a billion dollars the 
total for fire lines (which was $1,501,- 
844,000). The tremendous stature of 
automobile underwriting is thus em- 
phasized, and the seriousness of an 
unprofitable loss ratio is immediately 
discerned. Consequently, the adequacy 
of automobile insurance rates is of 
vital importance to fire companies and 
to casualty companies—and what makes 
it worse is that it is generally believed 
that automobile insurance is also the 
most difficult social problem of the com- 
mercial insurance companies. 

In this circumstance it was natural 
that all eyes were focused upon the 
commissioners of insurance of the vari- 
ous States in the early part of 1951 
to glean their attitude toward substan- 
tial rate increases which were of obvi- 
ous and pressing necessity. Would the 
commissioners hold back approval, in- 
terject delaying hearings, and, in short, 
evade their own responsibilities because 
of the unpalatable nature of the prob- 
lem? Would they insist upon the com- 
panies suffering disastrous losses, to 
prove the necessity for rate increases, 
rather than recognize the clear-cut 
trends with an alacrity at least equal 
to that with which they and the public 
like to recognize the appropriateness 
of rate decreases? All of this might 
have happened, but it didn’t. The com- 
missioners as a class played as com- 
mendable a role as can be found in the 
histories of such offices by not only 
being fully abreast of the necessities 
but also by actually issuing helpful, 
interpretative statements to the press. 
After all, the commissioners of most 
States are charged with adequacy of 
rates as well as with the reasonableness 
of them, and on this occasion they up- 
held the less popular, but more essen- 
tial, side of that dual obligation. An 
example of straight-forward State su- 
pervision in this respect can be found 
in the statement of the Honorable Rob- 
ert A. Crichton of West Virginia who 
fortified his approval of rate increases 
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Twenty Leading Companies in Automobile 
Direct Writings *1950-1949 
(000 omitted in all dollar amounts) 


1950 
Motors insurance Corp..................... 109,957 
State Farm Mut. Auto..................... 296 
NN oc. a ccedecsteecitiveced 66,387 
Travelers’ Indemnity...................... 60,884 
Hartford Acc. & indem..................... 69,765 
Service Fire............... 57,732 
Farmers Insurance Exch.................... 53,644 
Farm Bur. Mut. Auto..... 50,421 
fe Lae 476 
ET TE RS 43,717 
umbermen’s Mut. Cas.................... 43 ,032 
ie EMI «5 cecncctncovsccecee 42,691 
odd 64 vse bacGsiceehdumies 39,945 

RR hdc weenkcenetwedk ih skint 32,295 
ING Jo0hc (Eada aceder¥céeseewes 31,336 
ad eed came a eelsatesen 29,344 

so vik Satnesstues 28,525 
Gs Mn WUD MB EID... occ ccnnccccccs 23,550 
SULaGa doe densthadudaund aetna 23,398 

aa . 22,452 


* includes Auto Liability, Auto Property 


1949 

Motors Insurance Corp..................... 90,959 
State Farm Mut. Auto...................... 80,182 
in Lira cccnnesoucanhnend 57,954 
Hartford Acc. & Iindem..................... 54,512 
Travelers Indemnity....................... 54,123 
PRPC NE POET 45,227 
Farmers Insurance Exch.................... 45,192 
Rs ad Naa nak cxknckewbous 42,933 
REE SE 41,253 
inst cnr stnscnirenaetwceees 40,925 
Aetna Cas. & Surety....................... 938,112 
PE PIL, cas sec eacaccesceoess 37,863 
Lumbermen’s Mut. Cas.................... 37,222 
SIE «ci snanennceecdvebagcencesten | ne 
ods ko dascncncadesassncucets 29,544 
Maryland Casualty..................... 26 ,066 
American Automobile...................... 25,519 
Gen. Acc., Fire & Life 22,157 

Moun vieckdchoudie oubeceuue 22, 

Se Eis oc ce nivenecanevevesses 20,852 


and Auto Physical Damage. 





with a statement that “This is wholly 
acceptable under the provisions of our 
Laws” and “the Insurance Department 
will hold firmly against unwarranted 
increase in rates but the protection 
against any further increase rests en- 
tirely with the automobile owners of 
this State.” 


Limit Liability Claims 

It may be that we shall have to come 
to a statutory limit for wrongful death 
claims, similar to that already in ex- 
istence in some States for loss of life 
to aircraft passengers. Even at this 
moment an extension of that principle 
seems necessary in the field of aviation 
so as to include all States and avoid 
the situation of a plane sliding over a 
State line with resultant wide variation 
in legal responsibilities; to say nothing 
of the actual retardant influence which 
lack of insurance is presently exerting 
upon the 250-seat passenger planes 
which are very close to a reality but 
cannot be undertaken by any finan- 
cially-responsible air line operators if 
there is to be unlimited liability per 
passenger seat. 

On September 10, 1951, the esteemed 
Wall Street Journal did itself little 
credit, for a paper of its caliber, by 
running this headline on its first page: 
Fire, Casualty Concerns Increase Their 
Wagers; Many Take a Loss. The ar- 
ticle went on to speak of “the ‘fire’ and 
‘casualty’ insurance companies, which 
stand ready to gamble on a vast range 
of propositions” and “the vast and 
growing volume of their wagers.” This 
language is not only distasteful to a 
good many life-long insurance career 
men of the most respectable type (pre- 
sumably the kind of reader audience 
the Wall Street Journal caters to) but 
the terms used are actually erroneous, 
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inaccurate, and wrong. As to the dis- 
tasteful part it may be suggested that 
we are living in an age when ideals 
and standards of business, of profes- 
sions and of government need raising 
rather than lowering. Lawyers will do 
well to rally around the old-type of 
attorney who found no humor in jokes 
based on members of the bar being un- 
truthful, unreliable and unscrupulous. 
So, too, we in insurance can do well 
to emulate the type of insurance man 
who winces when he hears a fellow 
practitioner say, “I’m in the insurance 
racket.” But if the Wall Street Journal 
feels this writer is a bit too sensitive 
about its September 10 headlines and 
article, it will presumably have some 
interest in the charge that its article 
blundered into plain error. If it does 
not know the actual differences, both 
legal and economic, between insurance 
on the one hand and gambling or wa- 
gering on the other hand, it could un- 
doubtedly obtain for its columns an 
elementary explanation of the differ- 
ences. 


Yearly Résumé 


Notwithstanding the unfavorable op- 
erating results, the comments made at 
the opening of this article are, on the 
whole, in the judgment of the writer, 
a valid résumé of the year for all in- 
surance other than life. As between 
the companies and the producing forces 
it is clear that the agents and brokers 
had the better of it in 1951, even after 
making allowance for their greatly in- 
creased costs of doing business—espe- 
cially in the large industrialized cities, 
and in smaller cities and towns where 
one or more industrial operations 
largely set the level of business and 
living expenses. Thus the post-war box 
score recorded in these columns a year 
ago is now extended to give the favored 


positions as follows: to the companies, 
1949 and 1950, in a big way, even ex. 
cluding investment profits; to the pro. 
ducing forces, 1946-1948, and 1451. 


Agency Commissions 


The slash in commissions, made by a 
majority of fire companies progressively 
during 1948, had largely been corrected 
during 1950 by a return to a reasonable 
basis (which could and should have 
been accomplished by individua! nego 
tiation in 1948 instead of fratricidal 
warfare all through 1948, 1949, and 
partway into 1950. During 1951 addi. 
tional important companies made their 
moves to resolve their agency relations 
to some mutually satisfactory compro- 
mise which, aside from the question of 
the money involved did evidence a pref. 
erence for harmonious relations in a 
business in which human relations are 
of the utmost importance. Not all of 
those 1948 companies have made such 
adjustments. Several prominent ones 
have “sat tight” and remained quiet. 
There has been enough inflated busi- 
ness available to them during 195] to 
satisfy their volume requirements; but 
this does not constitute even a business- 
man’s justification for the unilateral 
action taken contrary to agency con- 
tracts—it merely prolongs the original 
opportunistic nature of the original ac 
tion. There is good reason to believe 
that the companies which have accom- 
plished an amicable adjustment do not 
regret having done so; that they feel 
a little easier in their own minds about 
it; that they have found their agency 
relations a lot more pleasant during 
the past year; that they still have 
achieved an important commission re- 
duction as compared with 1947; that 
they have again been building up their 
agency good-will and loyalty which 
only the most cynical think is of no 
business consequence. 

By virtue of the improvement in 
agents’ conditions in 1951, this issue 
has become less of a money matter and 
more of a matter of business morals 
and reliability of contract. Settlements 
may be worked out by some of the re- 
maining companies during 1952. It 
would be a wry joke on those compa 
nies if the Office of Wage Stabilization 
or the Office of Salary Stabilization 
should attempt to freeze all existing 
commission scales of each individual 
company, as occurred in late 1951 with 
respect to certain life insurance com- 
missions. Meanwhile, agents being 
known to be human, such companies 
will need to worry a little as to whether 
a slow attrition of adverse selection of 
business is setting in against them 
(even unintentionally), in favor of com 
panies enjoying greater acceptance. 
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This is something that does not show 
up in volume figures, but is of maxi- 
mum importance when underwriting 
profits are low—and is difficult to cor- 
rect, once it has set in, as any veteran 
feldman can testify. 

Possibly another indication of its hav- 
ing been a calmer year may be found 
in the dearth of resolutions at conven- 
tions. While there is no scientific mea- 
surement of this phenomena, there was 
open talk of the relatively few, mild, 
and routine resolutions at the various 
gatherings and in the insurance press. 
These normally come from chairmen 
of resolutions committees, from the 
members of such committees, from the 
membership-at-large, and from _ con- 
stituent sub-memberships. Are even 
resolutions in conventions going to be 
“in short supply”? Does this mean the 
problems are all solved, or unsolvable, 
or the members numb or at least not 
ted-headed? Resolutions often are 
aimed at somebody or some practice. 
Perhaps the problems are being shared 
in greater degree, with a resultant ten- 
dency to be slower in making demands 
or telling others what they ought to do. 

The Elizur Wright Award, after a 
period of dormancy, was revived dur- 
ing 1951. This carries with it a cash 
honorarium of $250 and a certificate of 
award. The donor is anonymous; and 
all matters of selection and presenta- 
tion rest in the hands of the American 
Association of University Teachers of 
Insurance. The Award is given in rec- 
ognition of meritorious serious writing 
in the field of insurance, with substance 
more important than form, and without 
regard for the employment or position 
of the writer who may be found any- 
where in the insurance business or even 
outside of it. Such awards, open to 
anyone on a basis of pure merit no 
matter how high or how low he may 
seem to be placed in the hierarchy of 
the business, or not in it at all, are 
common in other businesses but do not 
exist in the insurance business except 
for this Award. A single issue of For- 
tune Magazine in 1951 carried reports 
on the John Fritz Medal, the Norman 
Medal, the Walker Award, the Edison 
Medal, the Daniel Guggenheim Award, 
the American Society of Mechanical 
Engineers Medal, and the William L. 
Saunders Medal. There is no reason 
why there should not be in the field 
of insurance a similarly respected Eli- 
ur Wright Award. It will occupy a 
unique position in the organizational 
structure and the outlook of the in- 
surance business, being of all-industry 
and extra-industry scope. 

Tt may be presumed that Elizur 
Wright, now many years in his grave, 
would approve of this use of his name 
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CLAYON G. HALE, A.B., B.B.A 
(F.L1.A.) is managing partner of 


a successful independent prop- 
erty insurance agency and brok- 
erage firm in Cleveland, with 
licenses in 12 States and in Can- 
ada. The practical problems of 
every-day work filter through his 
experienced mind as he watches 
the developments of the business 
against a background of solid 
sources of information. He holds 
a professorship in business at the 
University of Michigan, is a mem- 
ber of the Board of Insurance 
Advisors of the Munitions Board, 
is Insurance Consultant to the 
Office of Secretary of Defense, 
and is Editorial Consultant for 
the interpretation of statistics 
and trends on the staff of The 
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and this honor to his memory. In his 
capacity of Insurance Commissioner of 
Massachusetts in the 1870’s he was 
something of an old scold who was 
inclined to look down his nose and 
waggle his forefinger in front of the 
faces of insurance company executives. 
He did a lot of their thinking for them, 
and came to be known as “the father 
of sound life insurance.” References 
to him and to his work are found scat- 
tered through the general literature of 
the whole insurance business over a 
longer span of years with perhaps 
greater frequency than the name of any 
other one man. “Thus the commis- 
sioner is a balance wheel, at least, and 
occasionally, as in the case of Elizur 
Wright, he engineers a genuine dy- 
namic force in the creation of new 
standards and the hastening, if not the 
making, of desirable secial change.”! 
Even in 1951 we read of him again: 
“His rigorous rectitude in the begin- 
nings of life insurance in America was 
en indispensable boon to the _insti- 
tution.” 

Insurance has suffered from a dearth 
of literature discussing its problems 
and explaining its methods and devel- 
opment in a fashion to bring them 
home to the intelligent lay public. This 
is one of the reasons for the lack of 
knowledge of, and interest in, insur- 
ance on the part of business men and 
economists. 


1The Insurance Commissioner in the 
United States, a Study in Administrative 
Law and Practice, by Edwin Wilhite 
— Harvard University Press, 1927, 
DP. ° 

*The First Hundred Years, by John 
Barker, published by Berkshire Life In- 
surance Company, 1951, p. 22. 


Even specialists in insurance have 
confined their activity and knowledge 
largely to individual insurance fields, 
perhaps partially because of this lack 
of material that might, even without 
intensive study, give them an apprecia- 
tion of fields other than their own. As 
a result, one often finds that lessons 
learned at considerable expenditure of 
time and money in one branch of the 
business are not availed of by other 
branches, where the expense is some- 
times needlessly incurred again. And 
the confusion resulting from the use 
of the same terms to mean different 
things has been unfortunate. “Co- 
insurance” has several meanings in 
different lines of insurance; “compre- 
hensive” used as a noun rather than 
an adjective, is an even greater of- 
fender; and “B. I.” is used for both 
Business Interruption and Bodily In- 
jury. If the operations of insurance 
continue their current trend toward 
all major classes except life being 
written under single charters, by mul- 
tiple-line-trained personnel, these sim- 
ple samples of confusion will have to 
be cleared up. 

It is encouraging to learn that the 
American Association of University 
Teachers of Insurance has_ received 
funds to revive its annual award. Such 
recognition of accomplishment may 
help to stimulate interest in the crea- 
tion and study of insurance literature, 
and to give that literature its proper 
place in the general literature- of 
business. 

There are also, of course, a lot of 
things not done. The new fire company 
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Total Property Insurance Written 
from 1941-1950* 


Mt Me vcaddsiés $7, 654,364,000 
eae ‘ 7,039,223 ,000 
1948... Bath as 6,475,334,000 
ick ibe denies wih 5,657,396 ,000 
1946..... my 4,481 362,000 
1945... ase, 2 3,619, 136,000 
19044..... bed oe 3, 308,824,000 
1943. a 3,080, 767,000 
cI ROS BAe 3,046, 798,000 
NTR Anh ly et : 2,811 ,969,000 
*Includes A. & H. written by Life Cos. 
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effort at free re-instatement of insur- 
ance partially exhausted by a loss, con- 
currently with the restoration of the 
values, contains an arithmetical blind 
spot with respect to the remaining prop- 
erty during the period of restoration 
of the damaged portion. Thus, you 
value a property at $50,000; you insure 
it for $40,000 with an 80% co-insurance 
clause and rate credit available there- 
for; a 25% loss occurs, creating an 
insurance claim of $12,500 and leav- 
ing values of $37,500 unharmed. Of 
the $40,000 insurance, $12,500 becomes 
earmarked for the loss, leaving only 
$27,500 to protect the unharmed prop- 
erty. During the period of restoration 
the insured has become a co-insurer 
for the difference between $27,500 re- 
maining insurance and the $30,000 in- 
surance requirement to maintain 80% 
coverage on the unharmed values of 
$37,500. This is because the earmark- 
ing of 100% insurance to match the 
amount of the loss, in accordance with 
the contract, will always leave less 
than 80% available to the unharmed 
property. Delays in restoration can be 
vexatiously long these days, and figures 
can be large in comparison with this 
example. If this clause is supposed to 
make life automatic and simple it needs 
to have more work done on it. 


Insurance And Corporations 


The social creature known as the 
Corporation, for many years a favorite 
whipping post, seems to be coming 
back into favorable social standing 
again—even being looked to for lead- 
ership in social planning. The rebuild- 
ing of the golden triangle area of 
Pittsburgh, sparked by Richard Mellon 
who interceded with the Jones & 
Laughlin Corporation and persuaded 
them to enlarge their Pittsburgh plant 
rather than move out of the city, is 
admitted by the political forces of that 
area to be an undertaking on a plane 
and in a scope of concept exceeding 
anything possible by a city adminis- 
tration alone. It is doubly interesting 
because it is an instance of aluminum 
asking steel to stay. In Cleveland it is 
the electric power utility which is tak- 
ing the leadership in rehabilitation of 
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run-down portions of the city. And 
from coast to coast the support of pri- 
vate colleges has suddenly fallen right 
into the arms of large corporations for 
financial assistance and a joint up- 
holding of independent education and 
free enterprise. These are only exam- 
ples, and apparently they are only be- 
ginning, but they add up to a con- 
siderable change in the secial attitude 
toward well-managed corporations with 
civic consciences. It is true that insur- 
ance corporations have always been 
better-regarded than has been true in 
past years of industrial corporations, 
for their working conditions and their 
class of employees and the stability of 
the employment offered have been 
welded together into a satisfactory so- 
cial organism, but even so the insur- 
ance business is conscious of this 
undercurrent of change in a more favor- 
able direction, and as the year came 
to a close the life insurance people 
were urging a modest public display 
of the contributions and other civic 
assistances being made by insurance 
companies. 

Marine insurance underwriters have 
lived out another year of “peace” with 
War Risk Insurance in constant de- 
mand. Throughout the year, and with- 
out doubt for no less than a decade yet 
to come, the perils of floating mines, 
torpedoes and depth charges do and 
will continue to menace the shipping 
lanes and take a steady toll of vessels. 
Little of this appears in the daily 
papers. The loss of life has been rela- 





Raion Smith- 





tively light, but vessels and cargoes of 
many nations have been victims during 
1951. The explosives are now drifting 
in the currents to all parts of the seas, 
and are being seen, reported and fre- 
quently destroyed. No longer are they 
limited to European or Asiatic waters. 
They have been found off Boston, Tam. 
pa, and Jacksonville southward; and 
as many as 170 of them in the waters 
of the United Kingdom. We know 
from the years following World War I 
that War Risk Insurance will be a 
standard form of coverage for many 
years to come even if “peace” can be 
maintained. 


Flood Damage 


In the month of August there oc- 
curred the big flood which caused some- 
thing like 15 million dollars of damage 
in and around Kansas City, of which 
probably not more than 2% was in- 
sured by commercial insurance compa- 
nies. To insurance men this 2% figure 
was no particular surprise and a gen- 
eration ago there probably would have 
been no coverage at all because the 
inland marine business was then in its 
infancy. The peril of flood is certainly 
not an easy risk to underwrite. But it 
seemed to take the public by surprise 
to discover, not so much that no one 
had ever tried very hard to get such 
insurance but rather that even so it 
seemed odd that insurance companies 
should not be committed to a large 
loss. As it turned out, manufacturers 
and wholesalers became the risk bear- 


"Can't you just see the faces on those underwriters!" 
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es, many of them replacing without 
charge or with small charge the flood- 
damaged stocks of retailers. This was 
gn innovation worthy of note and analy- 
sis. It was led off by such firms as 
Parke-Davis Drug Company, Kraft 
Foods, Canada Dry, Johnson Wax, May- 
tag, Gibson and RCA Victor. Simul- 
taneously a group of Kansas City busi- 
nessmen, headed by former U. S. 
Senator Darby of Kansas, announced 
its intention of petitioning Congress to 
make flood insurance available on a 
national basis through a government 
instrumentality to be organized for that 
purpose. (The Insurance Executives 
Association has engaged an engineering 
frm to make a technical study of the 
characteristics of flood damage in this 
country and it is expected this report 
will be completed in early 1952.) 


Aids For Distressed Areas 


By this time the commercial insur- 
ance business was extending every help 
it could and this was mainly through 
the services of Underwriters Salvage 
Company of Chicago. This insurance 
company organization knows how to 
avoid spread of damage, and the mar- 
kets for damaged merchandise of all 
kinds, and it is accustomed to moving 
fast. It sent a staff of ten men to help 
wherever they could irrespective of the 
existence of insurance. This may well 
be set down as a major contribution of 
commercial insurance in a wide area 
of distress. But as one read the many 
dispatches sent out over the wires of 
the news services it appeared that the 
reaction of the stricken people was that 
ways should be had to absorb the shock 
of this or almost any other disaster by 
spreading it over many people and over 
a period of time; and that by working 
backward from insurance, and forward 
from installment buying, it should be 
possible to close the gap between the 
two. There is something here worth 
thinking about. It is very similar to 
the psychology of dealing with personal 
illnesses and accidents which led to 
such programs as Blue Cross, Blue 
Shield, Group Hospitalizations, and 
other systems—whose most noteworthy 
features were that they have spread 
like wild-fire in public acceptance and 
that they were created almost wholly 
outside of the established commercial 
insurance business. 

By way of closing these comments 
and opinions we will borrow a few 
words from the historian, William B. 
Willcox, which appear in his “Star of 
Empire” (Alfred A. Knopf, Inc., New 
York, 1950) at page 89, he having bor- 
towed them from Oliver Cromwell: 
“ . . 

. . . think it possible that you may 

mistaken.” 
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LIFE INSURANCE AND NATIONA 


A study of social and economic 


intluences betsween 


1929 and 


1991 


By 
William B. Berridge 


Economist, 
The Metrepolitan Life 


Insurance Company 


Y good friend Editor Cullen has 

lately recalled to mind some of 
the earliest articles which I had writ- 
ten for him. That was in 1929 and even 
before, in the early years of my first 
quarter-century as a life insurance 
economist! I had not even seen for 
many years any of those early writings, 
and so had to a considerable extent 
forgotten the findings there expressed. 
But I am struck, as the editor was, by 
the relationships— some “apposite,” 
some “opposite,” so to speak—between 
the economic position of life insurance 
then and now. The present article 
aims principally to focus upon a few 
such relationships, of both kinds. 


Inforce and National Income 


For example, I had forgotten having 
noted as far back as 23 years ago, and 
publicly drawn certain inferences from, 
the fact that commercial life insurance 
in force had grown enough to equal 
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the national income per year. That is 
“apposite” enough to have been written 
today: the comparison has now become 
almost a commonplace. But what im- 
presses us now is not that the inforce 
has grown as much as the people’s 
income, but rather that it has failed to 
grow faster than their income. Such 
failure may be taken as one criterion 
that our life insurance industry has not 
gained relatively in the effort to carry 
out its economic mission. It has even 
slipped a little backward, in the sense 
that the life insurance in force on the 
American people is equivalent now to 
only about one year and two months’ 
disposable income—that is, after taxes 
—whereas the coverage in 1929 was 
equivalent to one year and _ three 
months’ income. This income test, 
crude though it is, points unmistakably 
to the still very large need. or potential 
market. 


Of course, one may fairly say—as we 


have indeed been saying for many years 
—that an economically more valid ratio 
is that of inforce to wages and salaries; 
and this naturally runs higher than a 
mere 1 to 1. That part of personal in- 
come which derives from real property 
in the form of rents and royalties, or 
from stocks in dividends or from bonds 
and mortgages in interest, will of course 
not cease on their owner’s death, as his 
wage or salary surely will. Properties 
of some kinds will often not be made to 
produce as much income after as be- 
fore the owner’s death, particularly if 
he was unusually shrewd, industrious, 
or otherwise gifted. If nevertheless 
one subtracts all property income and 
considers wages and salaries alone, 
these are found to be covered only to 
the extent of a little over one year and 
six months’ earnings—which again 
doesn’t even equal the 1929 coverage 
of two years’ wage and salary income. 
This more refined calculation confirms 
that the commercial life insurance mar- 
ket in itself is far from saturation. 


Premiums and National Income 


Consider another economic or market 
test: How large a proportion of the 
people’s income do they devote to in- 
surance premiums? For all commer- 
cial, life, and annuities combined, the 
people spent in 1951 a gross premium 
of nearly $8 billion, or more than 
double the $3.4 billion or so which 
they had paid in 1929. One might 
well ask whether that does not impose 
an exorbitant levy on the people's in- 
come. But the fact is that even the 
greatly enlarged figure constitutes but 
little more than 3% of the American 
people’s income. This is not only 4 
low figure, but even lower than the 
approximately 4% of income which we 
now know was being paid in 1929. 
This comparison and the intervening 
course of events are indicated by the 
top line on Chart 1. 

Moreover, if one goes a step further 
and subtracts from gross premium the 
amounts paid back to the people in 
policy dividends, death claims, etc. (5 
indicated by a footnote on Chart |), 
the net economic drain on the people § 
income is reduced to barely 1%“. 
And that too is about the same as 1 
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had stood during and about 1929, or 
even lower. Nor has it deviated far 
above that figure at any time during 
that interim, as indicated in the black 
area at the foot of that chart. It is 
gratifying to observe that these net 
figures—or even the preceding gross 
ones, for that matter—are much too 
low to suggest market saturation. 


Wine, Smokes and Song! 


There is another, and equally instruc- 
live, way to view premiums: namely, 
to size them up in comparison with a 
few other channels through which 
Americans are lately spending over 
§200 billion a year on consumer goods 
and services. The $8 billion gross 
premium which they pay to their com- 
panies ranks only between 8th and 9th 
among the 12 main channels of con- 
sumer outlay regularly recognized by 
the U. S. Department of Commerce. 
Food and the like rank Ist of course, 
and account for about one-third of the 
total consumer outlay. Another one- 
eighth apiece is absorbed by expendi- 
tures on Housing, on Clothing, and on 
Transportation, etc. On alcoholic bev- 
erages alone, people altogether spend 
more than they set aside in premiums. 
Or look at the anfounts which they 
devote to tobacco and smoking sup- 
plies, movies, radios and television: 
together, these too absorb about as 
much, every year, as all the life in- 
surance companies’ premiums do. These 
few brief facts further confirm that the 
people are, on the whole, nowhere near 
0 a position that could properly be 
called over-extended. 


The First Hundred Billion 


On taking another look at the early 
article, I notice something else of in- 
terest. Those underwriters who were 
inthe business in the latter 1920’s may 
vell recall the pleasant excitement with 
which the profession looked forward to 
passing the “First Hundred Billion” of 
life insurance inforce. In the old 
SPecrator article I find this statement. 

“According to various calculations 

which we have made, August, 1929 

[the month of publication] is the 

very month during which the Amer- 
ican companies will pass the epochal 
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point of $100,000,000,000 worth of 
life insurance in force; and at this 
writing there seems likely to be 
$3,000,000,000 more than that in 
force by the end of the present 
calendar year.” 

Testing the above statement in the 
light of Spectator data, we know that 
inforce totaled $95.2 billion at the end 
of 1928, and $103.1 billion at the end 
of 1929—all of which, looked at in the 
light of hindsight, appears to verify 
that August, 1929, was almost precisely 
the time when we first crossed the 
hundred billion mark. 

Some observers also looked further 
ahead, and wondered how long it would 
take the companies to achieve their 
“second hundred billion.” One promi- 
nent insurance executive (whom I shall 
not name) ventured the expectation 
that it would be attained by 1940 or 
thereabout. What actually happened? 
After slightly and temporarily declin- 





ing to about $98 billion in 1933-4 owing 
to the “super-depression,” inforce re- 
sumed its climb and finally passed the 
$200 billion mark in 1948—some eight 
years later than had been forecasted 
by the gentleman in question. 

The combined U. S. legal reserve 
companies closed 1950 with $242 bil- 
lion. They now have over $262 billion, 
according to the estimate by the Life 
Insurance Association of America on 
the Spectator basis. Thus the com- 
panies’ inforce of over a quarter trillion 
is a far cry from the mere hundred 
billion of 1929! 


How Is Inforce Divided? 


Ordinary life insurance of course 
still accounts for the lion’s share of 
the total, despite the inroads by Group. 
Ordinary, with its $165 billion, amounts 
to as much as did all three life depart- 
ments as recently as “V-J Day.” 
Group life, youngest of the three, 
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has in its 40-year span far outdistanced 
Industrial, having first exceeded it in 
1947. Group’s $60 billion represents a 
seven-fold growth since 1929. In recent 
years, its inforce growth has, percent- 
agewise, far exceeded both other types. 
Last year’s sales were off somewhat 
from the phenomenal year 1950, owing 
to several causes. One such was the 
Government’s “freeze” of wages and 
salaries (including “fringe benefits”), 
early in the year; not until late in the 
year was a system of fairly flexible 
controls finally set up for Group life, etc. 

Industrial life insurance continues to 
move ahead, though much less rapidly 
than either of the other two depart- 
ments. By the beginning of 1952, it 
reached $36 billion, or more than 
double 1929, 


Thus it can be seen that the growth 
of life insurance in force since 1929 
has been a sound and healthy one. 
True, as the years go on, some types 
expand faster than others, with the 
result that the percentage composition 
now differs widely from 1929, as one 
can readily see in the small table. But 
this only goes to show their adapt- 
ability to changing times and conditions. 





1929 1951 
Ordinary . 73.8% 63.3% 
Industrial .. 17.4 13.7 
Guetpe ss. <:s, 28 23.0 
100.0 100.0 


Another Quarter Trillion 


One of the most striking “opposites” 
—or differences between 1929 and 
now—lies in the insurance role played 
by those organizations other than the 
commercial companies, and most par- 
ticularly by the Federal Government 
itself. Fraternals and assessment or- 
ganizations hold no more (and prob- 


WHERE OUR OLDER PEOPLE LIVE 


(Distribution of persons 65 and over by number and percentage 
of population in three major regions in 1940 and 1950) 


TOTAL U.S. 4. 
1940 9.0 MILL. (6.9%) 
1950 12.3 MaLL.t8.2%) 





SOURCE: U. S. Bureau of the Census 
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ably somewhat less, according to THE 
Spectator, than the $10 billion of in- 
force which they had then. Savings 
Bank life insurance has spread from 
Massachusetts to include also New 
York State and Connecticut, and has 
increased its inforce some 9-fold, but 
even that amounts to only one-fifth of 
1% of private life insurance. State 
life insurance is, in this country, still 
confined to Wisconsin, where it has 
quadrupled since 1929; but even so is 
equivalent to only one-five hundredths 
of 1% of private! 

U. S. Government Life Insurance out- 
standing after World War I had shrunk 
to about $3 billion by 1929, and now 
to barely $2 billion. National Service 
Life Insurance, inaugurated in connec- 
tion with World War II, ran up as high 
as about $125 billion at the peak of 
the War in 1945. After shrinking to 


U. S Life Insurance Has Grown More Rapidly 
IfslelaM me)eleiiclilelal 








PoP. __ LIFE Por. LIFE 
INSURANCE 





INSTITUTE OF LIFE INSURANCE 








30—THE SPECTATOR, January, 1952 


less than $35 billion, it is back up to 
almost $50 billion now. 

In connection with the Korean cam- 
paign, life insurance coverage is being 
granted to Servicemen on a gratuitous 
basis this time. The Servicemen’s In- 
demnity and Insurance Acts went into 
effect April 25, 1951, and provide free 
life insurance to all members of the 
Armed Forces in active service after 
June 27, 1950. An eligible beneficiary 
receives $10,000, payable for 10 years 
at $92.90 a month. No new permanent 
N.S.L.I. will, under present law, be 
issued except to those so disabled in 
service as not to be commercially in- 
surable. Nondisabled Veterans are per- 
mitted to purchase, within 120 days of 
discharge, 5-year ‘renewable, nonpar- 
ticipating, level premium term at rates 
based on the 1941 Commissioners’ 
Standard Ordinary table, interest at 
214%. It should be pointed out that 
the $10,000 provided by these Acts sets 
a maximum to the amount of life in- 
surance available to the Serviceman oF 
Veteran. If he already has (say) 
$4000 of N.S.L.I., he would be granted 
only $6000 more under the gratuitous 
coverage. 

But really portentous is the growth 
of Old-Age and Survivors life insurance 
benefits. From its inception, it has 
grown from a mere nothing to $200 
billion. This type of coverage has thus, 
under Government compulsion, been 
able to do in 15 years, what the private, 
voluntary type of coverage has taken 
well over a century to accomplish. A 
very large part of the recent expansion 
in the Social Security life insurance 
equivalent results from the 1950 amend- 
ments to the Social Security Act. These 
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amendments, it will be recalled, in- 
creased the number of persons covered, 
increased the amounts payable to bene- 
ficiaries, and contained also a number 
of other provisions which increased the 
amount of survivors’ protection under 
the program. These amendments re- 
sulted overnight in a doubling in the 
life insurance equivalent—or from 














1950, to around $200 billion the day 
after! And, according to studies by 
the Social Security Administration, this 
will go up to $250 billion or more 
during 1952. 

Adding in all those and other Govern- 
ment forms together brings up its in- 
force now to almost as much as the 
private companies—or even a shade 
more. This startling growth is well 
shown by Chart 2, whose dash line 
has now again crossed the full line for 
private companies—as it already had 
done temporarily during World War II 
when N.S.L.I. was dominant. 


Incomes; Taxes; Savings 


Consumer incomes can be expected 
to expand still further, for a while. 
And despite record high taxes, more 
money will be left with the people to 
spend or save as they choose. The out- 
look is for still higher expenditures for 
goods and services, as well as greater 
saving by the people, as indicated in 
Chart 3. Note the sharp rise in ex- 
penditures over the past decade (top 
line on the chart). Savings over the 
period charted remained relatively 
small, except during the War when 
the dearth of consumer goods caused 
record amounts to be set aside. Taxes 
and savings had run about neck and 
neck through 1940. Savings took the 
lead throughout the War but taxes have 
of course run well ahead since then. 


The Challenge and Opportunity 


It is well to remember that the great 
expansion in total personal income in 
U. S. has been accompanied by a gen- 
eral shift of families to higher income 
brackets. Obviously, whatever provi- 
sion the individual has made for finan- 
cial security for his family must be 
revised upward. Higher prices for the 
things he has to buy, plus the “bigger 
bite,” which taxes take, render it diffi- 
cult to provide for family security ex- 
cept through the medium of life insur- 
ance. Therein lies the stirring challenge 
and the golden opportunity for the life 
underwriter. 
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British Joint Hull Agreement— 


lis Purpose and Significance 


By D. King-Page 
London 


Part Two 


This is the final part of a two-part 
article, first of which appeared in 
the December, 1951, number of 
The Spectator (Property). 


In 1937, Mr. A. L. Kennedy, who 
had comparatively recently returned 
from the East to become underwriter 
to the Commercial Union Assurance 
Co. Ltd., was elected Chairman of 
the Committee, with Mr. A. B. Stew- 
art of Lloyd’s as Deputy Chairman. 
Mr. Kennedy took a firm line and by 
July had obtained market support for 
a new Agreement, the basic principle 
of which was that in a market in 
which insured values were rising there 
should be a compulsory increase in 
premium on a sliding scale, the per- 
centage of increase becoming less as 
the percentage of increase in value 
became greater. Thus, while the pre- 
mium had to be increased by a mini- 
mum of 15% if the insured value was 
not increased by at least 15% on re- 
newal, the increase in premium was 
reduced to 742% if the insured value 
was increased by 20% or more up to 
25%, while if the insured value was 
increased by more than 25% up to 
30%, the premium increase was fixed 
at 5%. 

This was the first application of the 
“sliding scale” principle to the Hull 
Agreement. It was firmly maintained 
by the market in England, and so 
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wisely did Mr. Kennedy argue his case 
at the Baden Baden conference of the 
International Marine Insurance Union 
in 1937 that the major markets of 
Europe—Norway and Germany ex- 
cepted—supported the agreement in 
principal if not in detail. 

This agreement, which was prac- 
tically international, stood up very well 
for the next two years. In April 1938, 
by which time the system of rating by 
a sliding scale according to increases 
in value had been applied to prac- 
tically all renewals, the formula of 
increases in premium was varied and 
the principle now in force of rating 
“by result” was adopted for the first 
time. 

The basic idea of the new system 
was that where a risk had brought sat- 
isfactory results no increase in pre- 
mium should be required, but where 
the results were not satisfactory, an 
increase in premium according to a 
sliding scale of percentages should be 
applied. It was at this stage that the 
market pact concerning hull business 
ceased to be called an “Agreement” 
and acquired the official title of “The 
Joint Hull Understanding,” the infer- 
ence being that it was an understand- 
ing between underwriters to be ob- 
served more as a matter of honor than 
as a binding documentary pledge. 

“While the new “Understanding” 
worked adequately during 1938 and 
the early months of 1939, hull business 
was still showing far from satisfactory 


results. Despite the crisis of 1938 and 
the growing war clouds of 1939, the 
Joint Hull Committee kept the situa. 
tion under close observation and had, 
in fact, decided that some further 
measures were necessary before war 
broke out in September 1939. The im- 
plementation of this decision was de. 
layed by the necessity of re-adjusting 
market practice to war conditions so 
that when, in October 1939, it was an- 
nounced that all hull premiums must 
be increased by 10% over and above 
any increases required by the applica- 
tion of the sliding scale “on results,” 
it was mistakenly taken for a war- 
time surcharge, although in fact it 
was not. 

During this period the health of Mr. 
A. L. Kennedy, who had done so much 
for the hull market, prevented him 
from presiding over the Joint Hull 
Committee and the Deputy Chairman 
Mr. A. B. Stewart of Lloyd’s carried 
on in his place with outstanding abil 
ity. It was under Mr. Stewart’s leader- 
ship that in January 1940 it was 
announced that the Joint Hull Com- 
mittee had decided that all hull re- 
newals were to be increased by 25%, 
this increase being deemed to include 
the 10% increase of the previous Oc- 
tober. That meant that when, later in 
the year, risks which had already 
undergone the initial increase of 10% 
came up for renewal, they would only 
be subject to a further increase of 15%, 
calculated on the 1939 premium. Then, 
in 1942, it was decided that, in addi- 





tion to the application of the sliding 
scale of increases, the premiums of all 
hull renewals should be increased by 
a further 10%, so that during the war 
period these “all round” increases, as 
distinct from those made “on record,” 
had reached a cumulative figure of 
372%. 

This inevitably resulted in substan- 
tial increases in premium, but that was 
necessary because of the rising cost of 
repairs resulting from war conditions 
and the increased risk caused by the 
direction of shipping into unaccus- 
tomed routes, and general war-time 
navigational conditions such as the ex- 
tinguishing of shore lights, sailing in 
convoy and with dimmed navigation 
lights, &c. 

Shipowners accepted these increases 
with good grace, it being understood 
that, immediately conditions improved, 
underwriters would make such conces- 
sions as they deemed reasonable. 
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They did not hesitate to implement 
this promise, for in 1945, almost imme- 
diately upon the cessation of hostilities 
in Europe, they varied the Joint Huil 
Understanding to permit renewals to 
be effected with an all round reduction 





in premium of 5%, plus a further 
reduction of 50% of any increases paid 
during the war years as a result of the 
application of the sliding scale “on 
results.” 


Two Formulas 


Space does not permit any detailed 
history of the Joint Hull Understand- 
ing in the later years of the post-war 
period. It is sufficient to say that the 
formula “on results” varied from time 
to time and elaborated by a subdivision 
into two classes, one formula applying 
to risks under a given aggregate in- 
sured value and the other, less severe, 
applying to risks of that given aggre- 
gate value and over. The dividing line 
between the two formulae has been 
increased from time to time to meet the 
steady increase in insured values. The 
variations in the formulae were, up to 
October, 1950, mainly favorable to 
shipowners, despite the growing cost 
of repairs accentuated by devaluation 
of the pound and the increased cost of 
materials due to the rearmament pro- 
gram. In October, 1950, the formulae 
were revised to obtain a moderate in- 
crease in premium and in February, 
1951, a further revision required an 
“all round” increase of 10% after the 
appropriate formula “on results” had 
been applied. 

It is on this revised formula that the 
hull market in Britain is now operating 
and the Understanding is receiving the 
loyal support of the whole market. 
Moreover, while the revision of Feb- 
ruary, 1951, has been criticized abroad, 
particularly in Norway and Denmark, 
British shipowners on the whole appear 
to have accepted it as an unwelcome 
but necessary concomitant of the cur- 
rent world situation. More than once 
spokesmen of the Marine Insurance 
market in Britain have called the Joint 
Hull Understanding “The Sheet An- 
chor of the Hull Market,” and this is 
indeed an apt description. To illus- 
trate how it works the current formulae 
may be set cut in full, and it must be 
borne in mind that there is also an “all 
round” increase of 10% in premium 
to be added. Thus if on renewal no 
increase is required according to the 
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appropriate tormula, the renewal pre- 
mium must be increased by 10%. If, 
on renewal, an increase in premium is 
required according to the appropriate 
formula, a further 10% must be added 
to the renewal premium after the for- 
mula has been applied. 


Renewal Rate 


For instance, if, because the credit 
balance is between 40% and 35% re- 
quiring a scale increase of 10% accord- 
ing to the formula, and assuming the 
rate of the expiring policy to be £5%, 
the renewal rate would be worked out 
as follows: 


Rate of expiring policy £5. 0. 0. 
Add 10% according to 

formula .. 10. 0. 
5. 10. 0. 
Add 10% to £5.10.0% 

for “all round” in- 


crease . “i a ¢ 
Renewal rate £6. 1. 0% 


Joint Hull Understanding 
Formuta A. Applying to risks where 
the aggregate insured value is under 
£7,500,000. (Excluding vessels requisi- 
tioned or which will not attach for any 
other reason. ) 


Credit balance for three 
completed years (including Minimum 
all outstanding claims) Increase 
Under 40% but not below 35%. 10% 
Under 35% but not below 30%. 15% 
Under 30% but not below 25%. 20% 
Under 25% .. Seueazuls oe 25% 
Actual loss—at underwriter’s discretion 
but not below 30%. 


Formuta B. Applying to risks where 
the aggregate insured value is £7,500,- 


000 or more up to £12,500,000. 


Credit balance for three 
completed years (including Minimum 
all outstanding claims) Increase 
Under 40% but not below 35%. 5% 
Under 35% but not below 30%.. 74%4% 
- BR RRR 10% 
Actual loss—at underwriter’s discretion 
but not below 15%. 


Where the premium has been previ- 
ously adversely affected by a total loss 
or major casualty, that casualty may 
be omitted from the claims figures in 
calculating the credit balance. 

Risks with an aggregate value of 
£12,500,000 or more may be submitted 
to a special subcommittee of the Joint 
Hull Committee for consideration. 

While the main work of the Joint 
Hull Committee is concerned with the 
formulae for results, this is not their 
sole function. The Committee main- 
tains the agreements that no British 
tramp vessels shall be written except 
on conditions embodying the Institute 
Clauses—Hulls, in their various forms. 





The committee also deals with the In- 
stitute Trading Warranties, varying 
them from time to time as required and 
fixing the rates of additional premiums 
for breaches of warranty. It is the most 
important organization of the British 
hull market, and under the Chairman- 
ship of Mr. A. B. Stewart of Lloyd’s, 
with Mr. Harold H. Mummery of the 
“London Assurance” as Deputy Chair- 
man, its prestige is very high in the 
markets of the world. 
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HERE’S YOUR PROSPECT 


He's 35 years old, married and has two children. 


He plans to retire at age 65 and would like to make pro- 
vision for that retirement, now. At the same time he must think 
about providing Life insurance protection for his family while 
they are growing up. 

He is fairly sure that he'll receive a pension upon retire- 
ment, but wonders what will become of his widow in the event 


she outlives him after his retirement. 












THE TRAVELERS 
INSURANCE COMPANY 


HARTFORD, CONNECTICUT 










Namber SPECIMEN Cash Settlement $ 8,450 
Insured JOHN DOE 
Contract Date DECEMBER 11,1951 Age 35 
Amount $ 10,000 Premium $ 281.40 Each Year For 30 Full Years 
Beneficiary MARY DOE, WIFE 


as stated in application unless subsequently changed in accordance with provisions of the contract. 
Insurance to Age 65 with Cash Settlement at Maturity Non-Participating 
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$10,000 of Travelers Cash Settlement. 
At age 35 his annual premium will be $281.40. 
For 30 years, his family is protected by $10,000 of Life insurance. 


At age 65, he can get back every cent he put into premiums, either in a lump sum or 
as a monthly life income. 


Or, he can take $10,000 of Paid-up Life insurance plus $910.00 cash, for the pro- 
tection of his widow in the event of his death after retirement. 


*Rates and values slightly different in Canada. 


The Travelers Cash Settlement Life Contract offers your clients and prospects economical protection 
for both death und dependent old age. You'll find this contract has a genuine appeal to prospects. 


For further details, consult the nearest Travelers Life Manager or General Agent. 


THE TRAVELERS INSURANCE COMPANY - connecticur 
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. F \ F W IFE insurance operations of the past 
year kept pace with general busi- 


ness trends in an economy geared 
largely to the national defense pro- 


gram and the consequent increase in 
industrial production and activity. 
More evident than before have been 


the diverse actions affecting life insur- 
ance at the federal level—whether by 
Congress, the regular bureaus, boards 
and commissions, or the emergency 


defense control agencies. Developments 
of special interest to life insurance 
were highlighted by company taxation, 


freezing of fringe benefits, gratuitous 

indemnity for servicemen, catastrophic 

war risk and the encroachment of com- 

pulsory government insurance _ sys- 

By tems. On the right side of the ledger, 

the substantial improvement in interest 

rates on new investments was widely 
acclaimed. 


K locksin New Business 
For the first time in a decade new 
production failed to increase over the 
previous year, although the 1951 vol- 
ume will be very substantial. There 


Legislative Counsel are several good reasons for the ap- 
parent decline, the chief one of which 


. was the freezing last February of group 

Northwestern Mutual Life insurance and pension plans. The out- 
break of hostilities in Korea in 1950 

Insurance Company with impending war clauses resulted in 


Clarence C. 
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oe 


an abnormal volume of new business 
until the war clause question subsided. 
Nevertheless, the total production for 
1951 will likely exceed the 29 billion 
dollar mark, only a billion less than 
the record of a year ago. The field 
forces of life insurance deserve warm 
congratulations on their gratifying per- 
formance. 


Expanding Accounts 


The gains of past eras in the amount 
of life insurance in force and in total 
assets of the companies have been 
eclipsed by the huge gains of the pres 
ent period. The amount of life insur- 
ance in force at the year-end soared to 
an estimated $253,200,000,000, insur- 
ing about 86,000,000 policyholders. Or- 
dinary insurance accounted for about 
$160,000,000,000, group insurance $58,- 
300,000,000 and industrial insurance 
$34,900,000,000. Total assets of the 
companies rose to approximately 
$68,500,000,000, a gain of about $4 
500,000,000. Disbursements to policy- 
holders and beneficiaries were approx 
mately $4,000,000,000, the highest o 
record. Of this total, death claim pay- 
ments to beneficiaries of deceased 
policyholders accounted for $!,725+ 
000,000, while $2,275.000,000 represent 
payments to living policyholders. Alto- 
gether the statistics furnish abundant 
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procf that private life insurance is 
providing the American people with 
a major part of their financial security. 


Investment Picture 


A most welcome development has 
been the substantial improvement in 
interest rates on long term obligations. 

Interest rates began to improve in 
the second half of 1950 as a result of 
a demand for capital, notably in the 
real estate and industrial loan cate- 
gories. Further impetus was derived 
from the exchange announced in March, 
1951, by the Treasury of the long term 
2%% government bond issues for non- 
marketable thirty-year 234% bonds. 
This action reduced sales of govern- 
ment bonds and was accompanied by a 
removal of the pegs which heretofore 
had supported prices on most govern- 
ment bond issues, thereby causing com- 
panies to slacken sales of such bonds 
as prices receded. Coming at a time 
when insurance companies had been 
selling government bonds to meet large 
forward commitments for real estate 
mortgages and other loans, the net re- 
sult was a lowering in the supply of 
investible funds and hence higher in- 
terest rates. 

The industry has been and is con- 
tinuing to vigorously support the volun- 
tary credit control program instituted 
by the Federal Reserve Board. Through 
action by voluntary committees and 
individual companies, loans and other 
investments which do not contribute to 
the defense program or which add to 
inflationary forces have been severely 
restricted or eliminated. 


Largely because of forward commit- 
ments the upward surge in the real 
estate mortgage loan account continued 
unabated. Such loans at the year-end 
were estimated at $19,500,000,000, rep- 
resenting a gain of about $3,400,000,000 
for the year. The decrease in the num- 
ber of housing starts from approxi- 
mately 1,400,000 units in 1950 to ap- 
proximately 1,100,000 units in 1951, 
however, is reflected in a substantial 
reduction in forward commitments of 
insurance companies for real estate 
loans to be made in 1952. 


The demand for capital investment 
from both private and public sources 
has heen heavy and is expected to con- 
tinue in the months ahead. Such de- 
man‘! is expected to enable interest 
rates, which are now reasonably favor- 
able in relation to rates in force over 
the past decade, to remain at or per- 
haps increase over current levels for at 
least some period ahead. The increase 
M current rates will not, of course, sub- 
stantially change the over-all yield of 
the companies’ investments. The weight 


of the old investments will be felt for 
some time to come. 

Although forty-three legislatures met 
in regular session, an unusually small 
number of taxation measures made 
their appearance. Major action con- 
cerned bills of miscellaneous character. 

Proposals to increase the premium 
tax failed in Arkansas, Florida, Ore- 
gon, Rhode Island and West Virginia, 
and an attempt to tax annuity consider- 
ations in Pennsylvania was unsuccess- 
ful. A bill to levy a tax on the invest- 
ment income of insurance companies 
was defeated in Arizona. 


State Legislation 


Compulsory investment by life com- 
panies in so-called local securities was 
proposed and failed in Arkansas. An 
Oklahoma enactment permits life com- 
panies to invest in income producing 
real estate held for commercial pur- 
poses and a somewhat similar law was 
passed in Nebraska. New York will 
permit limited investments in lease- 
holds and common stock. New Mexico 
authorized investment in preferred and 
common shares, while Idaho approved 
investment in common stock. 

In the matter of war clauses, New 
York revised its statute to conform to 
the Insurance Commissioner’s state- 
ment of principles and in addition pro- 
vided that no clause shall be permitted 
which excludes death due to disease or 
accident not attributable to the special 
hazards of war service. 

Compulsory cash sickness measures 





were introduced in twelve states but 
none was adopted. The state of Wash- 
ington’s referendum a year ago reject- 
ing a similar proposal by an overwhelm- 
ing majority no doubt laid a restraining 
hand on the adoption of such programs 
by other jurisdictions. 


New York Expense! Limitations 


The long-awaited proposal to revise 
and liberalize New York’s well-known 
expense limitation law (Section 213) 
made its entry into the last legislative 
session, although no serious effort was 
made to advance the measure. Further 
study and revision of the bill were 
needed in order to make its intent and 
purpose fully known to all parties in 
interest. 

Hearings on the measure before the 
Joint Legislative Committee on Insur- 
ance began November 29, 1951, and it 
is planned to hold another hearing 
early in January before the bill is pre- 
sented to the regular session of the 
legislature. The proposal has had long 
and intensive study and the issue ap- 
pears due for thorough consideration 
by the legislature. 


United States Congress 


The Congress acted favorably on sev- 
eral pieces of legislation of major in- 
terest to life insurance. After long 
consideration it approved a plan to tax 
the companies at 644% of their net 
investment income for the year 1951 
only. This method of taxation was sug- 
gested by the life insurance industry 





“The demand for capital investment . . . has been heavy” 
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and supersedes the tax formula known 
as the average valuation rate, appli- 
cable to taxable years 1949 and 1950. 

‘Congressional and Treasury staff ex- 
perts are at work on a permanent tax 
plan. One question is whether the tax 
should be on total income, including 
underwriting income and capital gains, 
or a premium tax. Should the revenue 
produced by the 1951 law equal or 
exceed the original estimates of its 
sponsors, there is a good chance that 
it will be extended by Congress for 
several years, if not made permanent 
law. 

Included in the 1951 tax bill was a 
Senate Finance Committee amendment 
to the Internal Revenue Code whereby 
pension plans covering full time life 
insurance agents who are statutory em- 
ployees for purposes of old age and 
survivors’ insurance will receive the 
same tax consideration that has been 
accorded pension plans of the Code’s 
designated employer-employee relation- 
ship. 

For the second time in recent years 
the House of Representatives approved 
a 20% withholding tax on dividends, 


interest and royalties. The proposal 
was vigorously opposed by the life in- 
surance associations and finally was 
deleted from the bill by the Senate. 

Altogether, the Joint Taxation Com- 
mittee of the American Life Convention- 
Life Insurance Association of America 
came through the last session of Con- 
gress with an impressive record of 
accomplishment. 


Servicemen's Indemnity Act 


Congress enacted a program of gra- 
tuitous insurance of $10,000 to super- 
sede the system of National Service 
Life Insurance. The free indemnity is 
in force for the duration of the service 
and after discharge the serviceman 
may obtain five-year non-convertible 
and non-participating renewable term 
insurance without medical examina- 
tion. Only disabled veterans will be 
granted permanent National Service 
Life Insurance after discharge from 
service. 

The rights of holders of the old 
United States Government Life Insur- 
ance and National Service Life Insur- 
ance were not disturbed. Holders of 


such insurance in active service were 
given the right to surrender the same 
and receive the gratuitous indemnity 
coverage and upon discharge from ser- 
vice secure insurance on the same plan 
and amount as previously held or re- 
instate the surrendered policy. 

The new program of gratuitous in- 
demnity for servicemen is a realistic 
and practical solution of a problem that 
has long troubled the government and 
the veterans’ organizations. The Na- 
tion Association of Life Underwriters 
has given yeoman service in helping to 
devise a sound and constructive system 
of servicemen’s indemnity. 


Carry-over Bills in Congress 


A difficulty lying ahead is that efforts 
are already under way to reopen the 
subject of servicemen’s coverage in the 
next session of Congress. Sponsors of 
a number of revision proposals are 
ready to go into action but they hold 
widely divergent views. It is thought, 
therefore, the Congress will not be in- 
clined to reopen this troublesome sub- 
ject so soon again. 

There were a number of proposals 





The new program of gratuitous indemnity for servicemen is realistic and practical. 


38—THE SPECTATOR, January, 1952 








pendin 
for col 
reconv 
Ame 
Compe 
posed 
time li 
Unem] 
the S 
presen 
empt { 
Alse 
posal 
progra 
Forces 
financ: 
The p 
propo! 
levied 
posal 
held u 
Ano 
propos 
of the 
Fund 
The b 
crease 
partic 
field. 
mortg: 
financ 
substa 
the T 
erans 
Ar 
compé 
under 
direct 
June, 
the Ju 


to whi 


Po 
Altl 


to ext 
an in 
tality 
pendii 
suran 
erence 
ing o! 
means 
com pé 
contri 
been 
tensiv 
lems 
associ 
Con 
or un 
clined 
com pé 
in set 
sectio 
Ag 
plan 
Assoc 
ers at 





were 
same 
nnity 
| Ser- 
plan 
rT re- 


5 in- 
listic 
that 
and 
Na- 
iters 
g to 
stem 


forts 


the 
s of 


nold 
ght, 
in- 


sub- 


sals 





pending at adjournment that are due 
for consideration by Congress when it 
reconvenes in January. 

Among the numerous Unemployment 
Compensation Act amendments pro- 
posed is one which seeks to bring full- 
time life insurance salesmen under the 
Unemployment Compensation title of 
the Social Security Act.. Under the 
present law insurance agents are ex- 
empt from such coverage. 

Also before the Congress is a pro- 
posal for a separate Social Security 
program for members of the Armed 
Forces and their survivors to be 
financed by payroll withholding taxes. 
The plan’s proposed benefits are out of 
proportion to the payroll taxes to be 
levied therefor. Opposition to the pro- 
posal from life insurance sources has 
held up its progress in Congress. 


Another troublesome carry-over bill 
proposes to allow investment up to 20% 
of the National Service Life Insurance 
Fund in VA guaranteed mortgage loans. 
The bill, if enacted, would further in- 
crease the federal government’s direct 
participation in the mortgage lending 
field. Besides reducing the amount of 
mortgage loans available for private 
financing, the measure’s effect would 
substantially decrease the amount of 
the Treasury’s bond sales to the vet- 
erans life insurance fund. 

A measure of interest to insurance 
companies relates to the prohibition 
under certain conditions of interlocking 
directorates. Although introduced last 
June, the bill has not had a hearing by 
the Judiciary Committee of the Senate, 
to which it was referred. 


Pooling of Catastrophe Risk 


Although Congress appears willing 
to extend to life insurance companies 
an indemnity for catastrophic mor- 
tality losses in connection with its 
pending War Disaster Act, the life in- 
surance industry has indicated a pref- 
erence to absorb its losses from bomb- 
ing of the civilian population through 
means of a voluntary pool to which the 
companies would make _ proportionate 
contributions. The proposed plan has 
been developed through long and in- 
tensive efforts of the Joint War Prob- 
lems Committee of the life insurance 
associations. 

Companies that operate only in local 
or unpopulous areas may not be in- 
clined to subscribe to the pool. Some 
companies have expressed an interest 
in setting up area pools for separate 
sections of the country. 

A general outline of the committee’s 
plan was submitted to the National 
Association of Insurance Commission- 
ers at its recent meeting in New York, 


which organization approved the pool- 
ing idea in principle. Until all details 
of the plan have been worked out it 
will not be submitted to the companies 
for their decision, but it is known that 
the plan has already gained much 
support. 


Social Security Act 


In addition to an overall study of the 
Social Security Act authorized by the 
United States Senate after passage of 
the 1950 revision, a virtual flood of 
proposals has poured into Congress 
relating to benefit formulas, payroll 
taxes and miscellaneous provisions. It 
appears certain, however, no overall 
revision of the Act will be attempted in 
the forthcoming session. 

A 1951 amendment to the Railroad 
Retirement Act provides increases of 
15% to pensioners and 334% in sur- 
vivors’ benefits. No increase in the 
existing payroll taxes of the Act was 
effected. 

Voluntary health insurance coverage 
has made rapid and substantial prog- 





ress, both in amount of benefits and 
persons covered. Private insurance ap- 
parently has won the race against 
the government’s proposed compulsory 
health program. 

Although the newer coverage, surgi- 
cal care, made the largest gains, the 
forward movement for full coverage 
continued briskly. In line with the 
trend of expansion of such coverage, a 
number of life insurance companies 
made plans during the past year to 
enter the health and accident insur- 
ance field. 

Meanwhile, the Chairman of the 
Federal Security Agency has proposed 
a plan of compulsory health insurance 
for all persons 65 or over, including 
those receiving old age and survivors’ 
insurance benefits. Congress has shown 
no inclination thus far to advance the 
proposed plan. 


International Labor Organization 


The program of the International 
Labor Organization to establish mini- 
mum -standards for cradle-to-the-grave 


Extension of government insurance program is 
grave cause for concern on the part of all lines of 
private insurance. 
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compulsory social insurance for par- 
ticipating nations has caused a real 
stir in life insurance circles. 

The realities of the situation are that 
the minimum standards’ program is 
on the agenda for action at next sum- 
mer’s meeting of the I.L.O. and, if 
adopted, will assume the status of a 
treaty. As such it will be submitted to 
member nations for ratification. Under 
the procedure in the United States 
such a treaty would be subject to hear- 
ings by the Foreign Relations Commit- 
tee of the U. S. Senate and it would 
have to be approved by a two-thirds 
vote of the Senate before it became 
effective. 


Government Encroachment 


The vast extension of government 
insurance programs in the last decade 
is cause for grave concern on the part 
of all lines of private insurance. 

The wide and popular acceptance of 
security in its modern concept has 
greatly spurred this development, while 
a benign government has been eager 
to open its pursestrings and establish 
subsidized systems of social insurance. 
The costs thereby entailed are becom- 
ing burdensome and it is doubtful 
Congress will approve any further pro- 
grams when it can ill afford to make 
the outlays for those already estab- 
lished. 

Last February the Economic Stab- 
ilization Director issued an order freez- 

















ing group insurance and health, wel- 
fare and pension plans at the then 
prevailing levels. Shortly thereafter 
he requested the Wage Stabilization 
Board to prepare regulations that 
within approved limits would exclude 
such coverages from the levels or ad- 
justments then in effect, and to set up 
standards under which it would con- 
sider approval of such plans as may be 
submitted to it. 

On the footsteps of the Stabilization 
Director’s order followed lengthy dis- 
cussions and a number of hearings 
before a tripartite panel of labor, in- 
dustry and public members appointed 
by the Wage Stabilization Board, after 
which the labor and public members 
submitted a joint recommendation to 
the Board, while the industry represen- 
tatives filed a separate report. The mat- 
ter is before the Board for considera- 
tion, and its decision must be approved 
by the Stabilization Director before be- 
coming effective. 


Control Over Agents’ Compensation 


Affected somewhat similarly is the 
question of controls over commissions 
and other compensation of life insur- 
ance agents. The Wage Stabilization 
Board appointed a tripartite panel to 
consider the matter of commission 
payments to agents who are members 
of labor unions, while the Salary Stab- 
ilization Board named two representa- 
tives of the public to work out rec- 
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ommendations for outside salesrnen, 
including ordinary insurance agen’s. 

At hearings before the Wage Bosrd’s 
panel, representatives of the life insur- 
ance industry and labor unions con- 
tended that agents’ commissions and 
other compensation should be exempt 
from wage and salary controls becuse 
the Defense Production Act specific ally 
exempts rates charged for insuraace 
from price controls. 

Late in the year the Salary Stabiliza- 
tion Board issued a regulation that 
appears to prohibit any increase in 
commission rates for the ordinary in- 
surance agents. A majority report of 
the Wage Stabilization Board, although 
not yet put into effect as a regulation, 
would permit adjustments in the com- 
pensation of the organized life insur- 
ance agents where such adjustments 
are permitted by state supervisory ofh- 
cials. Because of the apparent incon- 
sistency of the recommendations re- 
ferred to it is thought the entire 
question of agents’ compensation will 
be subject to further review. 


Federal Trade Commission 


Although the jurisdiction of the Fed- 
eral Trade Commission over insurance 
is limited, the government agency has 
kept a vigilant eye on the practices of 
unauthorized insurers and_ activities 
relating to fraudulent advertising. 

The Trade Commission has recently 
reviewed state laws that were enacted 
pursuant to U. S. Public Law 15, the 
effect of which has largely excluded or 
curtailed its jurisdiction over insur- 
ance. The Liaison Committee of the 
N.A.LC. has conferred from time to 
time with the federal agency in order 
to agree upon and establish areas of 
influence that need to be regulated by 
it and the state insurance departments. 

The President of the National Asso- 
ciation of Insurance Commissioners, 
Frank Sullivan of Kansas, is leading 4 
determined campaign of the state super- 
visory officials to demonstrate to the 
American public that state regulation 
of insurance has been efficient and 
effective throughout its history. 

At the annual meeting of the Ameti- 
can Life Convention in Toronto last 
October, Commissioner Sullivan re 
ferred to the emergency problems <re- 
ated by the U. S. Supreme Court's 
decision in the South-Eastern Under- 
writers Association case which held 
that insurance is interstate commerce. 
Legislation was required by both fed- 
eral and state jurisdictions in order ‘0 
safeguard state supervision of insur- 
ance and as a consequence Congress 
granted the states the right to regulate 
insurance except as to certain federal 
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acts which were to remain effective 
unti! the states had passed legislation 
of equal character and force. 

Measures that have since been en- 
acted by the states are the uniform fair 
trade practices act, uniform service of 
process act directed mainly at un- 
authorized insurers and provisions for 
the prevention of false or fraudulent 
advertising—all of which have mate- 
rially strengthened the hands of state 
supervision. Strict administration of 
retaliatory laws has also served an 
essential purpose. 

In major addresses Commissioner 
Sullivan has stressed the absolute vigi- 


tions. He operates on the ground, in 
direct contact with the people and helps 
mold public opinion about the life 
insurance business. That he is well 
equipped to do the job is most fortunate 
and reassuring in these times. 

Perhaps the most pressing field prob- 
lem is the difficulty found in recruiting. 
While the matter is receiving close 
attention at both home office and field 
levels, it can hardly be solved so long 
as the national emergency continues. 

The major organizations and asso- 
ciations serving the institution of life 
insurance fulfilled their respective as- 
signments during the past year in a 


personal and business incomes. are in 
the offing under the impetus of the ex- 
panding defense program. 

The inflationary forces will gather 
momentum through any further deficit 
spending. Congress should see to it that 
future budgets are in balance if more 
serious consequences from inflation are 
to be avoided. 


Outlook for Life Insurance 


An encouraging trend abroad in the 
land is that the people are becoming 
more savings conscious. In times like 
the present it is natural for them to be 
thinking about their individual and 





Life companies prefer a voluntary pool to absorb catastrophic losses. 


lance needed to preserve the jurisdic- 
tion of control and the growth of com- 
strong opposition to further centraliza- 
tion of control and the growth of com- 
pulsory programs in any branch of 


insurance, 


Field Operations 


The field forces of life insurance 
have constantly improved the standards 
of their service to prospective and exist- 
ing policyholders. 

Much credit for the high quality of 
the present day service is due to the 
constant efforts of the several agency 
associations and the home offices in 
developing courses of education and 
training for the soliciting agent. The 
results are worth far more than the 
cost and work entailed. It is one of the 
most notable advances in modern life 
insurance. 

The life underwriter is first and fore- 
most an exponent of good public rela- 


manner beyond the call of duty. Life 
insurance has reason to be proud of 
their accomplishments. 


The National Economy 


There is little doubt that the econ- 
omy has suffered from the continued 
rise in food and other prices and in- 
creased taxes of all kinds. These rises 
to some extent are reflected in the re- 
cent slump of consumer goods sales. 

The failure of personal incomes to 
rise as much as had been expected is 
due to the operation of some aspects of 
the emergency defense program. Ex- 
pansion of thee program has been be- 
hind schedule because of unavoidable 
delays in retooling and shortages of 
critical war materials. Labor’s strikes 
have hindered its progress. Although 
employment is at a high level, wages 
and salaries have held fairly steady 
under the controls of the Wage and 
Salary Stabilization Boards. Higher 


family security and to put aside some 
additional savings out of. earnings or 
other income. Practically every form 
of thrift enterprise grew at an in- 
creased rate during the past year. 

The largest form of savings in Amer- 
ica is found in life insurance which is 
also the greatest system of voluntary 
economic cooperation knewn- to man. 
The confidence of the people in life 
insurance is no better attested than by 
their substantial purchases of its prod- 
uct. In return they are the beneficiaries 
of its service. 

To preserve our system of freedom of 
action and opportunity is the compel- 
ling responsibility of the American 
people. There must be no compromise 
of their rights and liberties. To sacrifice 
any of them, or to weaken any, might 
some day result in the collapse of the 
free enterprise system. The latter possi- 
bility must be averted no matter what 
the cost. 


THE SPECTATOR, January, 1952—4! 





DYNAMICS OF MODERN ACCOUNTING 





HE convention form of annual 

statement is an outgrowth of a state 
regulation of insurance companies. At 
one time, each state had its own form 
for such a statement. This resulted in 
considerable confusion, as to the proper 
method of compiling the data and pre- 
paring the statement for each state, 
since each company was required to 
submit a statement to the insurance 
commissioner of every state in which 
it wrote policies. Business prudence 
demanded that the insurance commis- 
sioners of the various states agree upon 
a uniform annual statement. This uni- 
form statement became known as the 
“Convention Blank.” From time to 
time, this “convention blank” has un- 
dergone minor revisions but in the 
year 1951, a major revision in the con- 
vention form annual statement has 
taken place. 

The “convention blank” is a large 
printed form, supplied by the insurance 
commissioners of the various states, for 
use by insurance companies in report- 
ing financial data as required by law. 
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Different forms are provided for com- 
panies writing various types of insur- 
ance. 

The new annual statement form is 
really “new” this year to the life com- 
panies. It has been in effect for the fire 
and casualty companies for the past 
two years. 

The first page of the new convention 
statement remains substantially the 
same, with the name of the company, 
date of organization, date of incorpora- 
tion, date of commencing business, 
home office and mail address and then 
a listing of the officers and directors or 
trustees. 

The statement pages have been re- 
arranged to place assets and liabilities 
on pages two and three of the new 
statement. The terms “Ledger”, “Non- 
Ledger” and “Non-Admitted” have been 
abandoned. The asset values which ap- 
pear on the asset page is the statement 
value. The relationship between state- 
ment value, book, market or other 
values appear in the respective exhibits 
and schedules. 


the new 
convention blanks 
should be 
required study 
for all 


insurance mem 


By 
Paul 
Reddy 
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The assets as shown on page two of 
the new convention blank are supple- 
mented and explained by exhibits thir- 
teen and fourteen on page fourteen. 
Exhibit thirteen, provides practically 
the same information in columnar form, 
as that provided in the ledger assets, 
non-ledger assets and assets non-ad- 
mitted section on page four of the old 
annual statement. In the new annual 
statment, however, “Agents Credit Bal- 
ances” is now treated as a liability. In 
the new statement the “net admitted as- 
sets” will exceed the “total admitted 
assets” in the old statement by the 
amount of these “Agents Credit Bal- 
ances.” 

In the event that Agents Credit Bal- 
ances are in excess of Agents Debit 
Balances, this item will appear in Ex- 
hibit thirteen as a negative item of 
ledger assets in column one, and will 
subsequently be carried over to column 
three, Assets Non-Admitted, as a neg@ 
tive amount. 

Exhibit fourteen supplements exhibit 
thirteen in analyzing the net changes 
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during the year in assets non-admitted 
and related items. 
Liabilities 

The liability page of the new conven- 
tion form annual statement, with the 
exception of almost a complete re- 
arrangement, shows very little change 
over the liability page as shown in pre- 
vious years. The one exception is the 
addition of Agents Credit Balances 
to the liability account as mentioned 
above. Item one page three, of the li- 
ability account, shows aggregate re- 
serves of life policies and contracts and 
is a grouping in one amount of all the 
reserves for life policies and contracts 
formerly shown on page five, lines one 
to nine inclusive and line thirty-four of 
the old statement. Exhibit eight, how- 
ever, shows a breakdown of these re- 
serves in much more detail than 
previously exhibited in the old state- 
ment, and the aggregate amount of 
these reserves, as shown in exhibit A, 
are carried forward to page three line 
one in one sum. 

Net adjustment in assets and liabil- 
ities, due to foreign exchange rates, 
line twenty-one of the new annual state- 
ment is an item which has been added 
this year. Some companies, in previous 
years, considered this item as an asset 
non-admitted. For statement purposes 
in 1951 this item is to be included as 
a liability. The change during the year 
in this item is to be included in the 
capital gains and losses on investments, 
exhibit four. 


New Item 


Line twenty-two is also a new item 
relating to the liability for benefits to 
employees and agents under uninsured 
benefit plans. What constitutes an in- 
sured or an uninsured benefit plan is 
quite a controversial subject. One def- 
inition which has been given for insured 
benefit plans is those plans to which 
actuarily determined contributions are 
made each year, and adequate reserves 
are provided in the company’s state- 
ment or which are insured in another 
company. Uninsured plans are defined, 
as those plans under which benefit pay- 
ments are made on a “pay-as-you-go” 
basis as incurred. In the case of un- 
insured benefit plans, the entire dis- 
bursements, on account of such plans 
during the year, are to be included with 
general expenses. The outstanding 
liability, if any, must be entered on line 
twenty-two, page three. Any increase in 
liability during the year must be written 
in on blank line nineteen, page four 
and five, as these pages are on accrual 
basis. 

The statement of income in the new 
Convention blank is on an accrual basis 


instead of a cash basis. The balance 
between ledger assets at the beginning 
of the year, income and disbursements, 
and ledger assets at the end of the year 
is omitted. Such balance appears to 
have no place in a modern financial 
statement. The use of the accrual basis 
is in accordance with the recognized 
principles of accounting. 

The statement of income and capital 
and surplus account bring together on 
a single page, the complete operating 
results and capital and surplus changes. 
This is shown on page four of the new 
statement under the caption “Summary 
of Operations.” 

The new statement contains all the 
essential information included in the 
old form and in many cases, in greater 
detail. Many of the items formerly 
shown on page two (income) and three 
(disbursements) of the old statement 
have now been relegated to various sup- 
porting exhibits. 

Exhibit twelve “reconciliation of 
ledger assets,” as shown on page thir- 
teen of the new convention form annual 
statement, is in effect a worksheet 
which permits the transition of the 
items from the old convention state- 
ment, which was a paid basis over to 
the new form, or accrual basis. The 
breakdown of premium income as for- 
merly shown on page two of the an- 
nual statement is now shown in similar 
form in Exhibit one, page seven of the 
new statement. From Exhibit one, it 
is possible to get comparable items on 
a paid basis, similar to those show in 
previous years statements. This exhibit 
however, does not stop at the paid 
basis, but continues the calculations to 
show also, premiums on an incurred or 
accrual basis. 

The investment income items, which 
formerly appeared on page two of the 
annual statement, such as gross inter- 
est on bonds, gross dividends on stocks, 
etc., now appear in the new annual 
statement in Exhibit three. A complete 
breakdown is given on these items on 
both the paid and the accrued basis. 

The balance of the items, as shown 
in the old convention statement for the 
income account will continue to be 
shown in the new statement, with the 
exception that they will be on accrual 
basis instead of paid. Due to the fact 
that income is now on an accrual basis, 
the increase or decrease of paid up 
capital during the year, which was not 
shown in income or disbursements in 
the previous statement, has now been 
added to the new form of statement, 
bringing these transactions into the 
reconciliation of ledger assets. 

Policy and contact claims are shown 
as one item on page thirteen. Exhibit 
eleven, part two on page twelve of the 


new form, shows these policy claims 
broken down into the different types 
and classes of insurance and in much 
more detail than in the former state- 
ment. Similarly the balance of the 
items which went towards the making 
up of the total payments to policy- 
holders are either included individually 
or in detail by a supplementary ex- 
hibit. The general expenses, which ap- 
peared in the former statement are now 
in exhibit five in much more detail. 

It should be pointed out that in this 
Exhibit five of general expenses the 
cost to the company, of its insured bene- 
fit plan for employees and agents and 
the entire disbursement it makes on ac- 
count of uninsured benefit plans is to 
be included. Exhibit six in the new 
form presents the details of taxes, li- 
censes and fees disbursed on both the 
paid and accured basis. 


Gain and Loss Exhibit 


The gain and loss exhibit shows the 
distribution of each item in the Sum- 
mary of Operations by lines of business 
and is similar to the Insurance Exhibit 
portion of the gain and loss exhibit as 
shown in previous years convention 
statements. In most cases the changes 
in this exhibit consists mostly of giving 
the items in more detail and separately. 
Several items which formerly were com- 
bined have now been separated and 
shown individually. One change in 
particular of interest is that amounts 
set aside for policyholders dividends 
must now be allocated by line of busi- 
ness so that the net gain from opera- 
tions will be given before and after 
dividends to policyholders. 

The new convention form annual 
statement will replace a statement 
which has been in use for the past 
seventy-five years. Since 1875 this 
statement has had many minor but very 
few major changes and has not been 
modernized to the same extent as the 
statements used by other types of cor- 
porations but it has nevertheless served 
satisfactorily the needs of the super- 
visory insurance authorities. The new 
annual statement is the most compre- 
hensive annual report filed with any 
public authorities. ~ 

The new convention statement ap- 
proved and distributed by the insurance 
departments of the forty-eight states is 
the result of ten years of study and 
work by special committees of the com- 
missioners and industry associations. 

The primary purpose of the new con- 
vention form is the making of the re- 
ports clearer to those outside the 
business and bringing the statements 
more in line with general accounting 
practices in the reporting of business 
and industrial companies. 
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Canada’s New Social Security 


—* January 1, 1952, when the new 
Federal Old Age Security Plan 
becomes effective, every Canadian who 
is 70 years of age or older will start to 
receive an income of $40 a month, re- 
gardless of his financial status, pro- 
vided of course he meets certain resi- 
dence requirements. 

While everyone will receive benefits 
under the new plan, virtually every 
adult Canadian will also bear a share 
of the cost. The plan is to be financed 
on a pay-as-you-go basis, with money 
coming from three sources: 

1. Personal Income Tax—A flat rate 
of 2 per cent of taxable income, maxi- 
mum $60 a year. 

2. Corporations—A 2 per cent tax 
on taxable income of corporations un- 
der income tax. 

3. Sales tax—Of the existing 10 per 
cent sales tax, 2 per cent to be ear- 
marked as an old age security tax. 

Under this three-way plan, those 
who do not pay a direct tax by means 
of the income tax or corporation tax 
will be making their contribution 
through the 2 per cent sales tax which 
applies on almost all commodities ex- 
cept food and other basic necessities. 
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An Old Age Security Fund will he 
established into which these three spe- 
cial taxes will go and from which old 
age benefits will be paid. 


Expressed Approval 


Life insurance men, both company 
and agency, who were interviewed by 
the Spectator expressed their approba- 
tion of the new social security measure. 
The plan has their seal of approval be- 
cause it is in line with proposals made 
to a Joint Committee of the Senate 
and the House of Commons on Old Age 
Security which was set up to consider 
the best means of providing pensions 
for Canadians. A special committee of 
The Canadian Life Insurance Officers 
Association presented a brief which 
recommended that the plan adopted 
should not destroy personal incentives 
to work and save; that the pension 
should apply to all Canadians without 
a means test; that a flat rate of benefit 
should be paid; and that the plan 
should be on a self-supporting, pay-as- 
you-go basis of financing. On all ma- 
jor points the new plan follows these 
recommendations. 

George D. Holmes, assistant general 


manager and actuary of the Manufac- 
turers Life, and chairman of the spe- 
cial committee which presented the 
above brief, gives the insurance com- 
pany viewpoint. 

“Canadian life insurance men sup- 
port the Federal universal old age 
benefit because, although we believe 
individuals should be encouraged to pro- 
vide for their own old age, we recognize 
that there are some who cannot or will 
not save and that these persons must 
be supported when they can no longer 
work. 

“We approve of the universal pen- 
sion rather than a system requiring 4 
means test because the means test dis- 
courages small savings in that no bene- 
fit is derived from such savings unless 
they are greater than the value of the 
old age benefit and it encourages de 
ception and manipulation of funds in 
order to qualify. 

“We favor a flat pension because it 
seems fair for Canada and simple to 
operate. We do not believe a Federal 
sponsored plan should take into ac 
count the previous financial status of 
the recipient. 

“We favor a ‘pay as you go basis 
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with a special contribution or tax to 
finance the plan, because we feel that 
the government should not promise to 
future pensioners more than it is pre- 
pared to pay present pensioners. The 
special contribution acts as a balance 
to the normal desire for large pen- 
sions.” 


Anderson's Opinion 


W. M. Anderson, vice-president and 
managing director of the North Ameri- 
can Life and a member of the special 
committee, has this to say about the 
new plan. 

“By adopting this simple plan, it is 
hoped that Canada will avoid many of 
the pitfalls associated with a graded 
benefit, deferred equity structure, 
geared to contribution records and sub- 
ject to reserve funding and large-scale 
interim and supplementary assistance 
benefits. The new scheme is a logical 
complement to the system of universal 
Family Allowances and together these 
measures are fully consonant with Can- 
ada’s social and economic objectives. 

“The new pensions leave to each 
individual and family a responsibility 
for voluntary long-term saving to pro- 
vide supplementary retirement security. 
Life insurance companies have sub- 
stantial responsibilities to see that these 
voluntary long-term savings are carried 
through to achieve adequate retirement 
security for Canadians.” 


Underwriters Endorsement 


The life underwriter hails the new 
plan with optimism because he believes 
that it will stimulate the sale of life 
insurance and annuities and therefore 
increase his own earnings. Alex. W. 
Lingard, secretary, The Life Under- 





METROPOLITAN PROMOTIONS: (L. to r.) Louis 


G. Buisson, 3rd vice-president, city mortgages; George 


writers’ Assn. of Canada, speaks for 
agents—“Generally speaking, life un- 
derwriters across Canada feel that the 
new government program is both sound 
and effective. In the past it has been 
difficult to sell the average wage earner 
a program of life insurance which 
would adequately provide for his old 
age. Now the Federal pension provides 
a solid foundation on which to build. 
With husband and wife receiving a 
joint income of $80 a month when they 
are 70 years old, the underwriter will 
find it easier to encourage them in 
their younger years to buy insurance 
to provide the additional $50 or $75 a 
month which they will need to enable 
them to live comfortably in their old 
age.” 


The Plan and Employees 


Moreover the new plan has signifi- 
cance to employees covered under a 
pension plan. Under most company 
pension plans the employees’ income 
is drastically cut when he retires and 
these days he finds it difficult to adjust 
his expenditures to fit his new circum- 
stances. From now on he will get an 
extra $40 a month from age 70 but 
there remains the period from retire- 
ment age until the Federal benefits 
begin. Life insurance can solve the 
problem of providing extra income for 
this period and thus give a higher life- 
time income from date of retirement. 
Or, existing pension plans may be in- 
tegrated with the old age pension by 
reducing employee’s pension income 
after 70 and increasing it during the 
period from age 65 to 70. For example, 
say an employee will receive $125 a 
month pension at age 65. When he is 
70 he will get another $40 under the 
Federal scheme, making a total of 





a 


$165. Instead of receiving $125 a 
month for five years and $165 a month 
thereafter, arrangements may be made 
to get a lower pension from date of 
retirement of probably about $140 to 
$145 a month. 


Sales Value 


The new pension scheme may be of 
even greater value to the industrial 
agent. A. Gordon Nairn, director of 
agencies, Prudential Insurance Com- 
pany of America, expresses the view 
of the industrial agent. “For the in- 
dustrial field representative, the pen- 
sion program provides a ready-made 
base for programming the insurance 
needs of lower and middle income fam- 
ilies. Too often in the past these fam- 
ilies have seen the goal of a planned 
and secure future as unattainable. The 
pension plan will encourage private 
plans, because a man needs no longer 
to start from scratch and $40 a month, 
however small, provides him with a 
cushion of security on which to build 
his insurance portfolio. 

“There will, of course, be many 
places in which an underwriter can 
fill individual holes in the Federal plan. 
The ‘blackout period’ between age 65 
for men and 60 for women when most 
people in Canada retire, and age 70 
when pension benefits begin, can be 
filled by life insurance plans. And in 
cases where the wife is younger than 
the husband, insurance here too can 
bridge the years before both are re- 
ceiving pension benefits. 

“No matter how the problem is at- 
tacked, there is no doubt that Federal 
pensions with their precondition of se- 
curity will be of tremendous value to 
the industrial underwriter in! Canada.” 





E. Walton, associate general counsel; Norman Car- 
penter, 2nd vice-president, city mortgage loans. 
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Inland Marine: 


Losses Up—Ratios Down 


OT all of what the Cargo Loss Bu- 
reau has reported for 1951 is new 

but it is all worth some repetition. In 
a year of peak cargo thefts (around 
$65,000,000) involving 12,000 vehicles, 
textiles and clothing, were still high on 
the list. Metals and meat moved into 
the leaders’ list along with televisions. 
All in all cargo thefts and hijackings 
rose 20 per cent in 1951, according to 
the Bureau, a greater rise than took 
place in auto thefts or larcenies. Bur- 
glaries, murders and robberies declined. 
Nevertheless, insurance loss ratios on 
cargo thefts declined due to combined 
efforts of underwriters, carriers, ship- 
pers and agents. The Bureau interprets 
this to mean that more cargoes of 
greater value than ever before were 
shipped more often in trucks and that 




















clever crooks were more often success- 
ful in getting away with unprotected 
shipments; but, there were also more ef- 
fective preventative measures taken by 
more shippers and carriers and under- 
writers. 

The Bureau estimates that cargo 
losses in 1952 may reach $80,000,000 
unless still more shippers and carriers 
take preventative measures immedi- 
ately. Well, why not? The less thefts, 
the lower premiums and the more in- 
surance can be sold. Besides, it’s to the 
advantage of the owner of the goods— 
especially short goods difficult to re- 
place. 


Life: 


Age and the Economy 


ALBERT LINTON, president of 
e the Provident Mutual, has long 
been recognized as one of the foremost 
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says hello to his Dad, Air Force Sergeant John Kaiwi, stationed in 
Tokyo. Kenny spoke from Omaha, Nebraska, as did his grand- 
mother, Mrs. J. D. Davis; brother Benny, aged 2, and mother, who 
is shown holding Kenny. At extreme right is Dick McCann, KBON 
announcer of Omaha, one of four moderators of the Christmas 
Mutual Benefit Health & Accident of Omaha radio program. 
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on pensions and _ social 
security. He added to his many im- 
pressive studies with a report on 
“Aging and the U. S. Economy” de- 
livered at the Life Association’s annual 
meeting. 

Over 12% million people in this 
country are over 65 and in 1957 there 
may be from 16 to 20 millions, reports 
Mr. Linton. This requires steps to be 
taken to see that more people over 
65 are employed in productive work 
if the standards of living of the Amer- 
ican people are to be kept at a high 
level. 

Mr. Linton pointed out that the de- 
creasing dependency ratio—the rela- 
tionship of the number of non-working 
persons to those of all ages who are 
working—which contributed to the in- 
creasing prosperity in this country for 
the last half century or more, seems 
destined to be replaced by a rising one. 
“The economic significance of | this 
change,” he declared, “is something to 
be considered with great care.” 

“The living standards of all of us, 
young, middle-aged and old, depend 
obviously upon the volume of goods 
and services produced by those of the 
population who are working. There- 
fore, the amount of goods and services 
required by the non-working groups 
will at any given time have its effect 
upon the standards of living of the 
entire population. This clearly under- 
lines the importance of utilizing to the 
utmost the productive abilities of 4s 
large a proportion of our people as 
practicable.” 

Explaining that only about 43% of 
men aged 65 or over are now gainfully 
employed, as compared with 68% sixty 
years ago, Mr. Linton said it would be 
well “to attempt to find out why the 
proportion has decreased and whether 
there is any way by which it can be 
raised to former levels.” 


A Qualified Commission 


He admitted that the achievement of 
the goal of productive activity for pet 
sons desiring to work in the later yeats 
of life “is easier said than done,” and 


authorities 
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pointed to many conferences held along 
this line by social workers, employers, 
employees, medical men, and others 
interested in the problems of aging. 
He suggested that “perhaps a qualified 
non-political commission set up by 
Congress could help in pointing the 
way toward a constructive program and 
bringing forcibly to the attention of 
the country.” 


Fire-Casualty: 


Like Sea-Marks, Not Nets 


‘LANCING through our copy of a 
recent address in praise of stand- 
ardization (“The move toward the adop- 
tion of multi-peril forms should be an 
orderly one through established rating 
organizations so that the final product 
will become standardized.”) we were 
attracted by a conclusion that seemed 
unbelievably final. The words are those 
of H. Clay Johnson, assistant manager 
in the United States for the Royal- 
Liverpool Group: 

“If a multi-peril policy. is given a 
hybrid classification and set apart 
from fire insurance, casualty insur- 
ance, or inland marine insurance, as 
such, then it finds no shelter under 
any existing rate regulatory statute 
against the impact of federal anti- 
trust laws, and concerted rate-mak- 
ing activities in that field acquire 
dubious legality .. .” 


Vicariously (we were thinking of 
some well-intentioned friends of ours 
in the Multi-Peril Insurance Rating Or- 
ganization) we could feel the hot 
breath of the Justice Department and 
the F.T.C. on our necks. We quick 
grabbed our Williams’ New York In- 
surance Law. 

We found this: “If the superinten- 
dent finds that it (a rating organiza- 
tion) has complied with the provision 
of the law . . . he may issue a license 
to such rating organization authorizing 
it to make rates for the kinds of cas- 
ualty or surety insurance or subdivi- 
sions thereof, or for the kinds of fire or 
marine insurance or subdivision thereof, 
or class of risk or @ part or combina- 
tion of such other kind or kinds of 
insurance as may be specified in such 
license... .” (Sec. 181, Par. 3—italics 
supplied. ) 

That semed to give M.-P.I.R.O. some 
lease on life at least in New York State. 
We closed our eyes and picked another 
volume at random from the law shelves 
... Tennessee. We found Sec. 6356.1: 
“‘Insurance’ means insurance against 
the risk of loss or damage by” (the 
usual coverage of the fire policy and 
the extended coverage endorsement 
were given) . .. and this was followed 
by “together with all other kinds of in- 
surance written by fire companies.” 


Under multiple-line laws, that would 
cover almost the water-front. 

Still not completely satisfied we 
pulled out Maryland and turned to Sec. 
140A Par. 2: “If any kind of insurance, 
subdivision or combination thereof, sub- 
ject to this Act, is also subject to regu- 
lation by another rate regulatory Act 
of this State, an insurer to which both 
Acts are otherwise applicable shall file 
. .. a designation as to which rate regu- 
latory Act shall be applicable to it with 
respect to such kinds of insurance, sub- 
divisions or combinations thereof, or 
type of coverage.” (That’s the all-in- 
dustry bill provision, we said to our- 
selves, and plenty of men are now alive 
who remember that all-peril policies 
were dreamed of even then.) 

We cannot think, as Mr. Johnson 
says he does, that the only way to write 
a multi-peril policy is to either repeal 
all the rate regulatory laws, or to work 
haltingly through existing fire, casualty 
or inland marine organizations. (Wit- 
ness the early attempts to reach agree- 
ment on the output policy.) The law 
seems to point to another easier way— 
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a positive, legal way, without upsetting 
the insurance applecart. We cannot 
think the multiple-line laws were 
passed for nothing or that some 30 
commissioners knew not what they 
were doing when they licensed the 
M.-P.1.R.O. 

“Laws are not made like nets—to 
catch,” according to one Sir P. Sidney 
(to whom we are grateful), “but like 
seamarks—to guide.” 


Life: 
Social Contributions 


¢6¢WET’S remember that people are 
more interested in people and 
what happens to them and their social 
improvement than they are in the im- 
personal economic facts as important 
as they must be to the sound operation 
of the business.” This was the reminder 
by Holgar J. Johnson, president of the 
Institute of Life Insurance to those 
gathered for the 13th annual meeting 
of the Institute. 
In urging that more data be pre- 
sented in terms of people rather than 
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dollars, he recommended that life in- 
surance companies devote considerable 
research to the enduring effects of bene- 
fit payments by taking groups of claims 
paid some years ago and tracing the 
current case histories to show what 
resulted. 

Such a study should be of immeasure- 
able value. The picture of life insurance 
in action should point out to all its 
vital contributions to our social en- 
vironment. 

Mr. Johnson cited the following eight 
social contributions of life insurance: 

1. Enhancement of the basic concept 
of providing for families as long as 
they live, rather than merely provide 
for self as long as one lives. 

2. Carrying family protection through 
life insurance down into lower income 
groups. 

3. Aid in minimizing family depend- 
ence. 

4. Assistance in the curbing of crime 
through reducing poverty, the great 
base cause of much crime. 

5. Contribution to education through 
making it possible for more young men 
and women to remain in school. 

6. Health-building, through the stim- 
ulus to individual betterment of health 
and the impetus to improve public 
health facilities. 

7. Development of greater interest 
in thrift. 

8. Stimulus to the philosophy of car- 
ing for our own families rather than 


to depend on outside agencies, such as 
the state. 


Property: 


Watch It! 


HE classification of direct premi- 
ums written shown in the graph 
and table on this page differs somewhat 
from a similar table which appeared in 
the November issue of The Spectator 


Property Insurance Review. One major. 


difference lies in the fact that this table 
does not include the accident and health 
business of life companies which the 
other did. Since the accident and health 
writings of life companies during 1950 
amounted to $788,507,796, the removal 
of this large amount changes the per- 
centages and relationships of the figures 
considerably. We thought we would 
mention this to avoid confusing our 
readers. 





Classification of Direct Premiums Written 
by 922 Property Insurance Cos. in 1950 


Direct Direct Direct Losses 
Premiums to to Direct 
Written Total Premiums 
$ % % 
ae eee 1,586,844, 000 22.7 33.6 
Extended Coverage... ... 355,374,000 5.1 43.9 
Tornado, Hail (except crops)... .. 23,120,000 3 97.6 
Sprinkler and Water Damage........ 9,050,000 a 31.4 
Explosion, Riot, Civil Commotion. ... .. 199,000 ~— 230.7 
OES ae 5,350,000 on 1.2 
Hail (growing crops)..................... 37,088,000 5 37.2 
ee eee 161,454,000 2.3 51.4 
Inland Marine & Personal Property Floater... 259,620,000 3.7 39.7 
Aircraft Physical Damage................. 17,551 ,000 3 35.0 
Dbsbedscdunwidlteskecaked ouccugeaeuss 181 ,623 ,000 2.6 47.9 
EES AS Se eee 46,072,000 7 41.5 
Group Accident and Health................ 235 , 209,000 3.4 68.3 
Non-Cancellable Accident and Health... . . 16,370,000 mt 43.6 
6 nev ncindans ss ecsnnsncanweses 716, 104,000 10.2 52.9 
I, cncacesnddancescns 268 ,022 ,000 3.8 32.3 
lO ee 935, 788 ,000 13.4 42.6 
Auto Property Damage............. 484,430,000 6.9 47.8 
Auto Physical Damage.................. 1,223, 753,000 17.6 36.4 
i iulematbenee 57,959,000 8 29.3 
itn atadnch abe wae MASS oc i avian eeeiunnd 52,547,000 8 34.2 
eit ei nc abedd bsgtndilie dase vi scaennaaian 112,062,000 1.6 12.0 
Ey eae 31, 508 ,000 5 35.5 
Burglary and Theft................. 85,934,000 1.2 34.4 
Boiler and Machinery........ 49,421,000 7 17.5 
SNS 64.b#b eae dike dnd oss inne 37,408 ,000 5 2 
po ere $6,988 , 860,000 100.0 40.8 
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ealth S part of its life conservation ser- 
1950 vice, the John Hancock has pre- 
oval pared a free booklet designed to inform 
per- readers of some of the facts of mental 
sures and emotional disorders. The booklet, 
vould “The Mind, in Sickness and in Health,” 
our describes the more common types of 
mental illness and suggests how a 
S family can help if one of its members 
shows symptoms of mental illness. 
Written by Herbert Barry, Jr., M.D., 
the treatise causes us to realize that 
— just as with physical health, mental 
jums health can be improved by giving in- 
6 
9 
6 
4 
7 
? 
i 
? tatieni 
| formed thought to it. This booklet, al- 
| though only thirty-one pages in length, 
should be instrumental in fostering a 
more popular understanding of mental 
illness and thus creating a healthier, 9 
more matter-of-fact attitude toward the E, aH. a W I, 
problem. asy ar Or. e 
Auto 3 
4 = ; . Sure! Surprise yourself how easy it is 
Unhappy All-Time Highs 
- ARS is just a puny killer. He'll to work hard with Bankers National. It’s 
~ probably need the atomic bomb 
7 if he expects to compete with man-be- the sincere, friendly interest in your 
| hind-the-wheel. 
Latest figures on automobile deaths, production and personal problems that 
compiled by the National Safety Coun- 
cil, point up the National Bureau of does it—an interest shared by everyone 
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Fla., for the E. Dana Johnson & Co. 
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Casualty Underwriters’ recently _ re- 
leased claim cost report. Traffic deaths 
totaling 37,500 in 1951—fourth highest 
in history—brought automobile deaths 
since the advent of the “machine” to 
1,000,000 on December 22, just 110 
days after America’s 1,004,000th war 
casualty (a Korean victim). Traffic 
deaths are now occurring seven times 
faster than those of war, and are in 
direct ratio to increasing mileage. 
That’s one reason why stock company 
automobile liability claim payments 


reached a new peak last year, and, with 
them, possibly a new high loss record 
for both bodily injuries and property 
damage. Average paid claim cost for 
bodily injury in 1950 was 55 per cent 
greater than in 1941; for property dam- 
age, 125 per cent greater. Latest 195] 
figures indicate 70 per cent and 150 per 
cent greater costs in these two respec- 
tive categories. 

Other reasons besides higher fatality 
frequency and more mileage are: more 
cars, higher verdicts, more expensive 
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"Sometimes it seems hardly worthwhile. Most 
of them are underinsured anyway.” 
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repair costs, increased hospital and 
medical costs. (See feature story, page 
12.) 

All of which brings us back to the 
necessity for increased excess limit 
rates which have been discussed in the 
Review of December, page 62. Conclu. 
sion of the commissioners at the New 
York City mid-year N.A.LC. meeting 
was that they have no power to change 
rates. Revisions must come through 
company filings in each state. 


Reinsurance: 


Sliding Scale Refused 


T Los Angeles in December, 1950, 
fire and casualty reinsurers asked 
that the provisional commission be al- 
lowed as a credit against unearned pre- 
mium reserves. The commissioners 
said “No.” They would allow only the 
minimum. They called a credit for 
anything more than that “window 
dressing.” 

The reinsurers brought up the mat- 
ter again—this time on a modified 
basis—at the recent midyear meeting of 
the commissioners in New York. They 
were again turned down, but perhaps 
less cavalierly: the commissioners rec- 
ognized a touchy situation and sug- 
gested that some other approach be at- 
tempted. They were impressed with the 
sincerity of the industry but still re- 
garded the proposal as more than a 
technical accounting violation. As Com- 
missioner Maloney (California) put it, 
“You want us to recognize a credit you 
won’t guarantee.” 


What did he mean? 


Until about five or six years ago most 
reinsurance contracts were on a flat 
commission basis. If experience went 
sour reinsurers had no alternative but 
to abide by their contract. But once 
the sliding scale was devised, reinsurers 
could, on a month’s run-off of business, 
see where experience was heading and 
the ceding companies immediately were 
allowed a lower commission, according 
to the contract. Reinsurers contend 
that this provision is the only thing that 
kept some companies in the business in 
1945, when the market began to become 
tight. Usually, a minimum commission 
was established, also a maximum and 
a provisional, the provisional being 
credited until the 12-month run-off 
when accounts were settled on an actual 
basis. 

The trick comes when the year-end 
annual statements are made up and 
credits are set up against unearned pre- 
mium reserves. The companies mait- 
tain that the credit should be the 
amount of the provisional commis- 
sions (provided the difference between 
it and the minimum was not more than 
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10 per cent of policyholders’ surplus—- 
that’s the new compromise proposal by 
John S. Lamble, North Star president.) 
The commissioners still say “No.” Com- 
missioner Stone of Nebraska brought 
up the point that companies could use 
the plan to improve their year-end sur- 
plus position. 

The industry maintains that if some 
such plan is not approved the reinsur- 
ance market will again become tight: 
surplus will be tied up and the com- 
panies will ask for a minimum equal 
to the provisional, which will drive re- 
insurers—especially smaller ones—away 
from the business and prevent many 
companies that should grow from 
doing so. 

A number of industry people feel 
that the commissioner’s position, though 
right as to accounting, is a technical 
one; that in similar situations—as when 
security holdings had dropped way 
below their “real worth” in the thirties 
—the commissioners reinterpreted the 
law on a “realistic” basis, and should 
do so in this instance; that if any com- 
pany really wanted to conceal the real 
nature of surplus in their annual state- 
ment they could still do so under the 
commissioners’ formula. 

The commissioners’ job is not an en- 
viable one in this case. There is every 
reason to believe that this accounting 
tule was put there for a very good rea- 
son. Only they would be held respon- 
sible for seeming to allow deceptive 
practices. Yet, it is just as much their 
function to encourage an adequate mar- 
ket and a profitable insurance business. 

It may be, as one responsible execu- 
tive suggests, that industry fears are 
exaggerated. In any event negotiations 
are already proceeding with a view to 
arriving at a satisfactory compromise 
plan. 


Book: 


Risk & Insurance 


HE S. S. Huebner Foundation for 

Insurance Education in arrange- 
ment with the University of Pennsyl- 
vania Press has republished “The 
Economic Theory of Risk and Insur- 
ance” by Allan H. Willett. Originally 
published in 1901 by the Columbia 
University Press as one of its Studies 
in History, Economics and Public Law, 
the work has been difficult to obtain 
for many years. 

However, its discussion of the basic 
Principles of insurance has long been 
recognized by insurance educators and 
authors and as a result of their re- 
quests, the Huebner Foundation de- 
cided to reprint Mr. Willett’s treatise. 


Dr. Robert Riegel, professor of Sta- 



















This Advertisement now appearing ni 
business publications is one of a series featur 
the many advantages of foreign insuran } 





Mi. 


COvEnace 
ance 

WOnin wie | 

_— 







pmoviees MERE AL NOME! 


When Danger Threatens 
a Vital Investment... 


: ton is Priceless! | :=22-=: 
American Protection is Priceless: | :-22— 














l nsettled conditions in fore our foreign 0 rations ..- no 
gn f £ perati 
fe 1 y 
lands could pose many @ critical matter what crisis may erupt, 


m for American firms op- 








catia i American Foreign Insur- 
crating amy t od sou r — r enn Association - long a eran 
ay Et rotection. in the field of foreign insuran 


rey Ameri rises — is 
——— me the 26 Ameri- for — — —— 
bey ney k insurance com- one of the larg’ = — 
— ee te of AFIA— groups of its kin ony a. 
CicbniarksAmricominier, ae 39 fal informe 
investments abroad can ‘ ) ! 
pon pemancron’ of stability in tion on any specific 








AMERICAN FOREIGN INSURANCE AssociaTION 


3, NEW 

NEW YORE 3 

LIAM STREET + yD. CHICAGO 4, ILLINOIS 
wate EXCHANGE ING, 178 WEST JACKSON Bi ACO 4, CALIFORNIA 

CHICAGO OFFICE: . MILLS BUILDING, 220 BUSH om. = WN. W., WASHINGTON S, D. C 

san FeSO re ee CODWARD BUILDING, 733 15th 5 , 

WASHINGTON OFFICE: 








SERVING THE WORLD-WIDE OPERATIONS OF 
ITS MEMBER COMPANIES, AND THEIR ASSUREDS 





AMERICAN FOREIGN 
INSURANCE ASSOCIATION 


161 William Street - New York 38, New York 


CHICAGO OFFICE...Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 
SAN FRANCISCO OFFICE... Mills Building, 220 Bush Street, San Francisco 4, California 
WASHINGTON OFFICE: Woodward Building, 733 15th Street, N. W., Washington 5S, D. C. 





THE SPECTATOR, January, 1952—5! 












tistics and Insurance at the University 
of Buffalo, in commenting on the excel- 
lence and enduring value of the work 
stated: “The S. S. Huebner Foundation 
for Insurance Education has made an 
extremely valuable contribution to 
everyone interested in economic theory 
and insurance principles by making 
available once more such a _ dis- 
tinguished pioneering work. This re- 
print of Willett’s book will supply those 
who have not been fortunate enough 
to read it in the original printing, and 
thus a younger generation may profit 
by a work long and well remembered by 
early students of insurance. This book 
should be in every library, for it is a 
classic in its field. 


Life: 


Competition 


OME 4,000 life insurance agents 

were asked by, the Life Insurance 
Agency Management Association — In 
what per cent of your sales do you 
encounter competition from the agents 
of another company? The surprising 
reply from more than half of the 2,542 
respondents was that competition was 
found in less than 10 per cent of their 
sales. 

The agents, polled from a list of 
National Quality Award winners and 
sales leaders, were also asked what 
they considered the best argument to 
use in making a sale when competition 
from another agent is present. Fifty- 
three per cent said “the personal rela- 
tionship between the prospect and the 
agent.” None of the other arguments 
came close to this one; the next highest 
was “policyowner service, such as 
promptness in payment of claims, 
change of beneficiary, policy loans, 
etc.,” selected by 14 per cent. 

Asked to select the five most effective 
arguments from a list of 15 and assum- 
ing that their companies excelled in 
every item, agents also gave the two 
arguments mentioned, frequent listing 


in second, third, fourth and fifth place. 
Combining all five choices, “personal 
relationship” was selected by 86 per 
cent of the agents and “policyowner 
service” by 73 per cent. 

The following table shows the per 
cent distribution for each argument 
for each of the five choices and for all 
five combined: 


Fire Prevention: 


New Film for Schools 


ONY is a sixth-grader. He had 

seen how just a small fire could 
endanger the lives of several of his 
playmates. When Tony told his class- 
mates about his experience the student 
council suggested that each class em- 
bark on a fire safety project. 

This is the story of “Tony Learns 
About Fire,” a new film produced by 
the National Board of Fire Under- 
writers in consultation with the Na- 
tional Commission on Safety Education 
of the National Education Association. 
The picture was filmed in Athens, Ga., 
by the Southern Educational Film Pro- 
duction Service, Inc., of the University 
of Georgia. Roles are played by Athens 
school children, teachers and members 
of the Athens Fire Department. 

The film is available through the 
National Board in New York (80 John 
Street) or in San Francisco (1014 Mer- 
chants Exchange Building) or at the 
National Board Film Library, 13 E. 
37th Street, New York 17, N. Y. 


House Organs: 
Travelers New “Protection” 


N this issue “Hyphen” Smith, new 

editor of Protection, tells his version 
of the hyphenated Smith lineage. 

Let the other reviewers tell of the 
artistry with which Art Director Julian 
Milliman has embellished Protection’s 
pages, tastefully selecting black-and- 
whites, colors, and cartoons . . . care- 
fully proportioning lay-outs to soothe 
the tired agent at the end of a 10-call 
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day. As for us, we fancy Malcomb- 
Smith’s legendary tale of Scot and 
British union. 

Let others stultify their reviews by 
repeating how Protection was born in 
1865 of The Travelers Record, mid- 
wifed by James G. Batterson, founder 
of the company (and, rumor hath it, of 
the first accident policy); of how it 
went the rounds of barber shops and 
hotels; of how it nurtured such wits 
as Mark Twain and Thomas Nast, and 
such reformers as Henry Ward Beecher. 
Let our contemporaries trace the 
Record’s transformation into the 
Agents’ Record and its metamorphosis 
into modern name and dress. For our- 
selves, give us the romantic if devilish 
suspicions of the Malcomb-Smith’s 
maid-servant, Geneva. 

Let our competitors speak of typog- 
raphy—beautiful music of the editorial 
page; of format—lovely body to caress 
in one’s pocket on the way to the 5:23. 
Let others praise James A. Ballew and 
Melvin H. Blackburn, whose labors 
contribute to the edifying powers of 
this new “slick.” Let them regret the 
passing to an advisory status of L. K. 
Porritt—as, indeed, do we, since we 
know he builded well. But give us “The 
Tower Telescope” in which Old Smith 
at last reveals the secret of the hyphen. 


Automobile: 


The Loss Problem 


HE automobile insurance problem 

is really not one problem but four: 
adequate rates; adequate coverage; saie 
driving habits; strict law enforcement. 
While a solution of any one or more of 
these four aspects of the problem in 
New York State alone would not auto- 
matically resolve them in the other 48 
jurisdictions, it would set an example 
which other territorial units would be 
bound to regard attentively. That is 
why the coming session of the New 
York legislature may be important. 

A number of events point toward 
both new New York legislation and 
also toward a more complete overhaul- 
ing of rate structure by the companies 
with the approval of insurance depart- 
ments than has been done heretofore. 
There is Governor Dewey’s proposal 
for semi-annual car inspection, which 
the industry will support; and his plan 
for a form of merit rating, which prob- 
ably they will oppose unless it is a more 
practical one than past plans. Note 
that Michigan, too, is discussing 4" 
auto inspection law, and New Jersey is 
considering revising its financial respo®- 
sibility law. 

There is the five-point program of 
the Industry Committee released at 
about the same time as the “town /iall” 
meetings of producers in New York and 
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ie If you're trying to open the door to advertising and premium production, 
: it would be worth your while to read our "Key to Agency Development" booklet. 
a It clicks like a key in a lock! 

This compact booklet explains in detail our various advertising facilities 

and services, and also carries an explanation of our effective and practical 
. Survey and Analysis Plan. 
: If you advertise now, or plan to do any promotional work during the 
New Year ‘52, this booklet will give you the fundamentals of productive agency 
advertising. A copy is yours for the asking. It will make profitable leisure 
reading. 
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up-state cities. This included periodic 
inspection, amendments to the safety 
responsibility law, expansion of safe- 
driving courses, and more vigorous en- 
forcement. There is also the protest by 
brokers in New York over withdrawal 
of some companies from the automobile 
market in that area. (In Iowa, too, the 
auto picture is not bright: witness Com- 
missioner Fischer’s displeasure over the 
refusal of the General Casualty Com- 
pany of (Madison) Wisconsin to write 
new lines on students under 25 or on 
servicemen. Superintendent Bohlinger’s 
warning, on top of this protest, that 
“If the companies continue to let the 





is on.. 


Rebuilding may be impossible 


Our national advertis- 
ing emphasizes the im- 
portance of fire preven- 
tion right now. If any 
one of your customer’s 
property 15 destroyed, 
he may have trouble 
rebuilding, because 
materials are in short 
supply. Keep your 
customers aware of this 
situation... and pro- 
mote fire prevention ! 


uf “PHOENIX 
CONNECTICUT 


GROUP OF INSURANCE COMPANIES 


Phoenix Insurance Co. 
The Connecticut Fire Insurance Co. 
Equitable F. & M. Insurance ng 
Minneapolis F. & M. Insurance S 
The Central States Fire Insurance ©0- 
Atlantic Fire Insurance Co. 
Great Eastern Fire Insurance Co. 
Reliance Insurance Co, of Canada 


Executive Office: Hartford 15, Conn. 
TIME TRIED AND FIRE TESTED 
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automobile business go into the as- 
signed risk plan they may hear from 
what has been an inarticulate pub- 
lic . . .,” surely will crystallize into 
some sort of action. 

Furthermore there is an increasing 
consolidation of industry opinion on 
the need for adequate rates. Not only 
have the New York insurance depart- 
ment and the National Automobile Un- 
derwriters found a basis for agreement 
—reflected in the recent hike in metro- 
politan New York physical damage 
rates—but the commissioners at the 
New York mid-year meeting indicated 
a disposition to view the problems of 
the industry sympathetically. This, de- 
spite the disagreement over sliding scale 
reinsurance commission credits. 

Discouraging as is the situation in 
Massachusetts, where the companies are 
appealing Commissioner Sullivan’s 9.7 
per cent rate increase (the companies 
asked around 23 per cent), the strong 
line now being taken by the companies 
—through such eminent, well-respected 
spokesmen as “Bill” Leslie of the Bu- 
reau, for example, and James A. Cath- 
cart, Jr. General Reinsurance vice- 
president — must surely impress some 
departments that rates must go up not 
only on the basis of some past period 
but also with some allowance for con- 





\ “top. | 
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tinuing upward loss trends and infla- 
tionary prices. 

Yet, with all signs pointing to up- 
ward-bound losses and to industry agree- 
ment on the need for some rate ad- 
justment, with legislative action prob- 
able, is any really stabilized situation 
in prospect? 

Two considerations are vital: Unless 
the companies, together with law en- 
forcement agencies and civic bodies, 
can convince the public that killing 
and maiming on the highways is a 
boomerang that could eventually force 
the industry to price itself out of the 
market. That would mean compulsory, 
monopolistic state funds which would 
hardly be a boon to the nation or its 
motorists. 

Secondly, there is no surer way to 
get compulsory automobile insurance 
than to point to Massachusetts as if all 
the defects of auto legislation rested in 
that state’s law, or to make misstate- 
ments about either the Massachusetts 
law or the financial responsibility type 
of law. Another way to get it will be 
to ignore the “first bite” defect in 
present financial responsibility laws. 
So far, this paper believes more debate 
should be forthcoming on unsatisfied 
judgment funds by responsible indus- 
try and supervising executives. 

It may be that the as yet unpublished 
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Here is one fact which is more eloquent than a thousand 


words: 


A large share of Guarpian’s record-breaking production 
in 1951 came from General Insurance Brokers. 


Significant? Of course. 
GUARDIAN’S 


It offers gratifying proof that 


Low cost PREFERRED RISK 


Low premium TERM 


DISABILITY INCOME PROVISION 


—among other attractive policy contracts—meet the desires 


of their clients. 


It will pay you to investigate GuUARDIAN’s service and 


friendly cooperation. 
GUARDIAN Office today? 


Why not write to your nearest 


She 
GUARDIAN 
Ye Lhuurance 

OF AMERICA 


FIFTY UNION SQUARE 
NEW YORK 3, N. Y. 
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report of the New York Superintendent 
of Insurance to Governor Dewey has 
proposed some such means of assuring 


protection to “first” victims. We 
hope so. 
Compensation: 


Increased Benefits 


T the last session of the New York 
legislature bills to increase weekly 
benefits under workmen’s compensation 
and Cash Disability Benefits laws 
failed to pass. It is expected similar 
bills will be submitted this session. 

DBL benefits may be increased to $30 
weekly to coincide with the higher 
payments under the Unemployment 
Insurance Statute, according to a bul- 
letin of the Self-Insurers’ Association. 
Workmen’s Compensation payments 
may be raised to a $40 weekly maxi- 
mum on the theory that such benefits 
are intended to equal two-thirds of aver- 
age wages. Testimony before the Joint 
Legislative Committee by Mary Donlon, 
chairman of the Workmen’s Compensa- 
tion Board, indicates the chairman will 
support such legislation. 

Miss Donlon also is said to have fa- 
vored a $25 penalty on carriers or em- 
ployers responsible for delays beyond 
18 days in paying compensation in un- 
contested cases. Later information is 


FIRE AND CASUALTY COMPANY 


HOME OFFICE * ORLANDO, FLA. 





that the matter may be postponed un- 
til additional facts are assembled. 
Another compensation item that may 
be on the legislative agenda is a mea- 
sure sponsored by Associated Indus- 
tries, a group of New York employers, 
setting up a compensation court to hear 
appeals and review both the law and 
the facts in Compensation Board cases. 
Miss Donlon has also been studying 
state laws compelling workmen to take 
rehabilitation. (The law now gives 
power to the Board, it is felt, to com- 
pel employers to refer employees for 
this treatment.) Any proposed laws, it 
is reported by the Self-Insurers’ Asso- 
ciation which is represented on an in- 
dustry-insurance committee consider- 
ing the question, will contain safe- 
guards to protect employers’ rights. 


Ocean Marine: 
Remedies for Claim Delays 


SUMMARY of the paper on “Hull 

Business” by Harold H. Mum- 
mery, given at the St. Moritz conference 
of the International Union of Marine 
Insurance, has been passed on to us 
from our London contributor, who re- 
calls that Mr. Mummery is not only 
underwriter and manager of the marine 
department of the London Assurance 





but also deputy chairman of the Joint 
Hull Committee. 

In his paper Mr. Mummery stated 
that he believed if it had not been for 
the developments in Korea, underwrit- 
ers might have looked forward to a 
prompter settlement of hull claims in 
various parts of the world; but, that, 
unfortunately the unrest in the East 
had brought with it an intensified re- 
armament program. It had also brought 
with it, Mr. Mummery said, angacute 
shortage of shipping space which, in 
reverse, meant that shipowners were 
keeping their vessels fully employed so 
long as they were seaworthy. 

After commenting on the increasing 
cost of labor and material he put on 
record some statistics, commenting on 
them as follows: 

“Some of you might well say, ‘It is 
all very well to keep quoting figures, 
but what is being done to remedy the 
situation?’ Fortunately, from the point 
of view of the British market, our Joint 
Hull Understanding is, by and large, 
proving to be a sure foundation upon 
which to build, and fortunately, too, 
this Understanding is framed to apply 
to the hulls of all flags, other than the 
United States of America.” 

Later, in his paper, Mr. Mummery 
suggested, as a remedy for belated 
claims, that a time limit should be fixed 











in a series of advertisements outlining 
NUMBER FOUR advantages enjoyed by field underwriters 
of the Equitable Life of lowa 


Compensated For 


SUCCESS 


I ield underwriters of the Equitable Life 
of lowa are compensated on a commission 
arrangement based on the assumption of a 
lifetime career. A liberal and comprehensive 
contract featuring lifetime renewals for quality 
business and other special remuneration, is the 
foundation of the compensation plan. This 
modern contract is supplemented with sickness 
and hospital benefit plans, and completed with 
Equifund, the modern retirement income plan 
for the Company's field associates which makes 
the term, Lifetime Association, a reality. 
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(but not, of course, in “exceptional cir- 
cumstances”) during which claims may 
be presented. 

Mr. Mummery thinks this is a sub- 
ject which might very usefully be ex- 
amined by a representative committee 
in each of the countries associated with 
the Union which have an interest in 
hull insurance. Mr. Mummery added: 

“Reports from these committees 
could then be studied by the committee 
which thas already been set up by the 
International Union of Marine Insur- 
ance, whose mandate is to study the 
possibility of measures which can be 
taken to avoid delay in settling claims 
(mostly hulls) and the extra costs 
caused thereby. 

“There may be a number of reasons 
why such a scheme is not practicable, 
but surely it is worth exploring.” 


Ocean Marine: 
Increased Values 


UR London correspondent—hereto- 
fore appearing in the ocean ma- 

rine section of our former Property In- 
surance Review—brings some interest- 
ing comment on the impact of increased 
values on the marine market as seen by 
G. A. T. Darby, manager of the Marine 
Insurance Co., Ltd., of London & Lanca- 


shire Group. Mr. Darby, lecturing be- 
fore the Insurance Institute of London, 
said: 

“As you all know, for marine 
insurance, London is a world 
market. There are other markets, 
national markets, all over the 
world, including the great market 
in America, but imports, exports, 
hulls, when they are very large, in 
the end find their way into the 
London market. 

“For example, the Americans 
are building a very large fine 





trans-Atlantic liner of less ton- 
nage than the ‘Queens,’ but she is 
a large boat and of very high 
value. Yet, one of our prominent 
brokers came to see me yester- 
day and told me that he is placing 
in the London market probably 
more of the value of that hull 
than is being placed in her own 
home market in America, for the 
reason that the value is so enor- 
mous, and they have to find a 
market to place a large percen- 
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Fifty-Eighth Year of 
Dependable Service 


* The State Life Insurance Company 
has paid $176,000,000 to Policyowners 
and Beneficiaries since organization 
September 5, 1894 . . . The Company 
also holds over $77,000,000 in Assets 
for their benefit . . . Policies in force 
102,000 and Insurance in 
force is over $212,700,000 . . . The 
State Life offers Splendid Agency 
Opportunities — with liberal contract, ] 
and up-to-date training and service 
facilities — for those qualified. 
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THE STATE LIFE 
INSURANCE COMPANY 


Indianapolis, Indiana 


A Murua Lecat Reserve Company Founpep 1894 
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Its a shame... 


Yes, it’s a crying shame if 

you have the insurance ca- 

pacity but lack the services i). 

of a progressive fire and 

casualty company to supply 

you with the coverages you b 

need. We can turn your 

tears to smiles... your 

insurance capacity into a b 

profitable venture. We 

sk operate on the American 
Agency system .. . write us 


Fire & Casualty Company 


MNOXVILLE ° TENNESSEE 


tage of that value, and that mar- 
ket is London.” 

Mr. Darby added that the final result 
of these enormous values was that Lon- 
don not only absorbed the purely Brit- 
ish cases, but also an enormous amount 
of the surplus values that could not be 
absorbed overseas. 

Elsewhere in his lecture, which was 
of considerable length, Mr. Darby said 
in part: 

“This morning I thought it 
would be interesting to look up 
the original insured value of the 
‘Queen Mary’ and I got the 1938 
hull book. I found that in 1938 
the insured value of the ‘Queen 
Mary’ was £5,280,000; that was, 
incidentally, with the help of the 
Government. Today the insured 
amount is £6,650,000, only about 
£1,500,000 greater than in 1938, 
but the reason for that, I think, is 
that that is just about the limit 
of the British market. 

“Perhaps you would be interest- 
ed to know what it would take to 
replace the ‘Queen Mary’ now. A 
ship built in the middle thirties 
costing £5,000,000 to £6,000,000 
would now cost £17,000.000 to 
build. My guess had been £15,- 
000,000, but an expert ship build- 
ing friend of mine said from £15,- 
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000,000 to £17,000,000, and this is 
borne out by this new American 
boat which the United States lines 
are just in process of completing. 

“The vessel is called the 
‘United States,’ she is 30,000 tons 
less than the ‘Queen Mary,’ i.e., 
50,000 tons, and her insured value 
is $30,000,000, which is well over 
£10,000,000 sterling. A 51,000- 
ton boat in 1951 is insured for 
£10,000,000 sterling whereas the 
81,000-ton boat in 1938 was in- 
sured for just over £5,000,000— 
a perfect example of the impact 
of the current increase in values 
on the market.” 


Life: 
Rate Book 


66" ‘HE answer to an agent’s prayer,” 
that’s what fieldmen of the Mu- 
tual Benefit, Newark, N. J., are saying 
about their new rate book. It is their 
proud boast that it contains some fea- 
tures found in few, if any, rate books. 
For instance, illustrative material for 
all contracts at all ages, plus Social 
Security and National Service Life In- 
surance information, are contained in 
a pocket-sized book which some agents 
have said “will save more than 33 per 
cent of our time in preparing proposal 
forms.” 
In addition to a complete index, the 


illustration book is thumb-indexed for 
quick reference when talking with a 
prospect and ease in quoting figures at 
his exact age. Premium rates, policy 
values, dividends and interest rate re- 
sults are contained in the 904 pages, 
printed on Bible paper and bound in 
maroon fabricoid to lie flat at any page. 

For the past eight months, intensive 
work has been carried on in preparing 
the thousands of calculations required 
to offer such complete information at 
all ages, and in solving with the printer 
the technical difficulties involved. Dur- 
ing the past two years, field ideas on 
what such a book should contain were 
received and, with the cooperation of 
other life insurance companies, the con- 
tents and arrangements of other rate 
books were studied. 


Life: 


Catastrophes 
ETROPOLITAN _Life’s _ statisti- 


cians report that December’s 
disaster toll was the highest for that 
month in the fifteen years that they 
have been keeping record of catas- 
trophic accidents. 

The year’s major catastrophe oc- 
curred on December 21st when a coal 
mine explosion in Illinois killed 119 
miners. Disaster struck three other 
major blows during the year’s last 
month. At Elizabeth, N. J., a non- 
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Fully qualified to assist in organization of fire company 
in southeastern Florida and to assume full responsibility 
for its operation. Familiar with reinsurance, treaties and 
all phases of the field. Please furnish full information 
about previous experience and positions held and salary 
expected. Answers will be held in confidence and will 
not be checked until after personal interview. 


Box 88, The Spectator, Chestnut & 56th Sts., Phila. 39, Pa. 




















THE OPPORTUNITY TO FIGHT 


Of all the peoples of the world only 3% have known freedom as we under- 
stand it. That is why no other nation has 
material wealth and productive capacity which we enjoy. 

Our American civilization is no accident—it is founded squarely upon the con- 
cept of human liberty and exists because we have defended the rights of the 
individual and have respected the dignity of man. 

Life insurance is one of the manifestations of the right of free man to provide 
for himself and his loved ones. If you are interested in a profession of unlimited 
opportunity, strike out for yourself as a life underwriter. As the silent partner 
of your corporation, “The Friendly Company” will give 
you the best in service to yourself and your policy 
owners. Fight for the continuation of our American 
liberty—the rights of the individual, the dignity of man. 


PEOPLES LIFE INSURANCE COMPANY 
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Antiques Are Valuable 


. . . but not in life insurance 


The family album never fails to 
arouse a chuckle whenever it is 
brought from hiding. What was 
considered modern at one time 
looks antiquated by today’s stand- 
ards. 


A life insurance estate that is 
not reviewed periodically can also 
become dated .. . but not very 
humorous. What provided ade- 
quate coverage years ago may 
fall short of that mark today. And 
often where there has been an im- 
provement in an individual's finan- 
cial position, there has been no 
comparable increase in savings 
and protection. 


If you are wondering where to 
prospect today, go over your list 
of clients and note the last time 
you reviewed their life insurance 
programs. 
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SIGN OF SECURITY 


Boston Mutual again reports 
that its Insurance in Force has 
doubled in the last 10 years. 
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scheduled passenger plane crashed tak- 
ing 56 lives; an Air Force transport 
plane crashed in Arizona killing 28 
including 19 West Point cadets; a non- 
scheduled passenger plane crashed in 
western New York in which 26 died. 

Other accidents claiming more than 
25 lives in 1951 were: 


Number of 
Lives Lost 
Train wreck at Woodbridge, 
N. J., February ... 85 


Crash of transport plane on 
mountain slope in Colorado, 
June 30... 50 


Crash of transport plane near 








RULE OF 
THUMB 


Carpenters and tailors start- 
ed it—using their thumbs as 
a rough measure for an inch. 
Today a rule of thumb is 
any handy guide for approxi- 
mate measure where speed 
is more important than ac- 
curacy. 


As an agent you are keenly 
aware that in insurance there 
can be no rule of thumb. 
Speed can neither be substi- 
tuted nor sacrificed for ac- 
curacy. That’s why thou- 
sands of agents and brokers 
rely on Hanover and Fulton 
for fast service, intelligent 
cooperation, and experienced 
advice. We’re proud of our 
reputation for doing it fast 
and getting it right. 


* 


THE HANOVER 


FIRE INSURANCE CO. 


OF NEW YORK 
Org. 1852 


THE FULTON 
FIRE INSURANCE CO. 


* 


HOME OFFICE 
111 John Street, N. Y. 38, N. Y. 
WESTERN DEPT. 
Insurance Exch. Bldg., Chicago 4 
Ilinois 


PACIFIC COAST DEPT. 
340 Pine St., San Francisco 4, Calif. 
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Oakland, California, August 

PW, ck st so keeen oepmates 50 
Capsizing of fishing party boat 

off Montauk Point, L. L, 

September 1 
Collision of Cuban airliner 

and U. S. Naval plane over 

Key West, Fla., April 25.. 43 
Kansas, Missouri, and Okla- 

homa floods, July . 41 
Poisoning by wood alcohol 

“liquor,” Atlanta, Ga., Oc- 

tober ; 38 

The death toll in all catastrophes, 
defined as accidents killing five or more 
persons, was about 1,800 lives in the 
United States in 1951, or about 300 
more than in 1950, report the Metro- 
politan Life statisticians. 


45 


Fire Protection 


Oakland Salt Water System 


N December 28 last an 80-ton salt 
water intake pipe was lowered 
between pilings to its reinforced con- 
crete cradle at the bottom of San Fran- 





cisco Bay. A diver went under water 
to guide the heavy cylinder into its 
place, thus completing the installation 
of the salt water fire protection system 
of Oakland Municipal Airport. 

Water will enter the pipe from the 
airport channel into a 20-foot sump 
(reservoir) under the pump house; 
from the sump, three electric pumps, 
handling 2000 gallons per minute, can 
supply the pressured water if and when 
necessary to supplement the fresh 
water system of the airport. 


Ocean Marine: 


Marconi, Ltd. 50 Years 


REMINDER comes from our corre- 
spondent in London that Marconi’s 
Wireless Telegraph Co., Ltd., cele. 
brated in 1951 the 50th anniversary of 
the first spanning of the Atlantic Ocean 
by wireless. In commemoration of the 
event the company has compiled a spe- 
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cial survey in which is mentioned that 
this great feat occurred only four years 
after Marconi had first demonstrated to 
the General Post Office Authorities that 
it was possible to pass intelligence be- 
tween two places only a few yards 
apart, using only the ether as a medium. 

Since that time, it is pointed out, the 
science of wireless has progressed rap- 
idly until, today, it plays a major part 
in our lives. No other invention has so 
influenced man’s social and commercial 
life; high-speed communication, naviga- 
tional and safety aids, radio, radar and 
television, all now being accepted as 
an integral and necessary part of our 
existence and administration. 

All this really started when Marconi, 
and the earliest members of the famous 
company he founded, decided that the 
radiation of wireless waves was not lim- 
ited to short ranges, but could be propa- 
gated over long distances. In order to 
prove the theory they decided to send 
signals from England to Newfoundland. 
Despite the skepticism of others, Mar- 
coni was confident that his experiment 
would be successful. 





Don't Guess about 
Life Policies 


The new, 1952 Handy Guide shows the entire life 
insurance policy (ordinary and industrial) in easy- 
to-read type. Sixty-First edition, ready soon, con- 
tains more policies than previous issues. Also shows 
waiver of premium and double indemnity benefits 


and valuable tables on reserves. A must for all 


life insurance people. Order today. $10 per copy. 


THE SPECTATOR 


Dept. H 56th and Chestnut Sts. Philadelphia 39, Pa. 

















i’s 


le- 


in 
he 


1e- 








moting 9° mogozne 
we pears in these on’ 


Agents. op’ 
EEK 
Ee oo a eT 


can be your most important visitor 


This man is your local insurance agent. He is the one man 
who can provide you with adequate protection against loss . . . losses 
that you cannot see or predict. 

No businessman can be completely certain that every one of his employes 
is trustworthy. No business is completely safe without the protection 
this man can give. 

Welcome this man when he calls. Consult him . . . your local insurance 
agent . . . today. Tomorrow could be too late. 





| To obtain the name of your nearest U.S.F.&G. agent or for claim service 
in an emergency, call Western Union by number and ask for Operator 25. 


CONSULT YOUR INSURANCE 
AGENT OR BROKER AS YOU WOULD 
YOUR DOCTOR OR LAWYER 
ss s e * dl © a © « o ° . e 
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United States s Fidelity & Guaranty Company, Baltimore 3, Md. 
Fidelity Insurance Company of Canada, Toronto 
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Fire Insurance in 1951 


RELIMINARY surveys indicate 

that experience in fire insurance 
was better in 1951 than in 1950. While 
results varied, all companies contacted 
by THe Spectator reported that while 
there had been no important changes 
in premium rates during the year, their 
total premium income had increased 
from 10 to 20 per cent. Fire insurance 
premiums totalled $131 millions in 
1950 and they likely reached $140 to 
$150 millions in 1951. 

Factors tending to produce the 
higher volume of business were: in- 
creased values of buildings and mer- 
chandise; larger volume of new con- 
struction; greater insurance conscious- 


canada 


ness among property owners; and a 
growing realization of the need to keep 
insurance up to value. Active pace of 
business also led more business execu- 
tives to buy business interruption in- 
surance. 

Indication is that there will also be 
an improvement in the fire loss ratio 
over the 51.1 per cent experienced in 
the previous year. Some companies re- 
ported that their fire losses were lower 
than in 1950. Others said that while 
there had been an increase in claims 
paid it was not as great as that in pre- 
miums written. 


Automobile Insurance 


VEN though business boomed dur- 
ing 1951, executives of automobile 
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—hyphen smith 


"Blackburn! Are you kidding?” 
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insurance companies are not happy 
about the result. All officials inter- 
viewed reported that while they had 
had a substantial increase in volume of 
business written, the amount paid out 
in losses was proportionately greater. 
One key insurance man predicted that 
the ratio of losses to premiums will 
be at least 10 per cent higher than 
last year. 

Increase in loss ratio is due prima- 
rily to higher costs for labor and parts 
and larger court judgments in recog- 
nition of rising cost of living and medi- 
cal care. During 1950, insurance com- 
panies paid out over $52 millions in 
automobile insurance claims. There is 
every indication that the 1951 figure 
will top $60 millions. 


Increases in premium rates for 1952 
already have been announced, with the 
biggest boost for drivers under 25 
years and where car is used for busi- 
ness purposes. Increase for pleasure 
cars driven only by people over 25, 
averages only 0.8 per cent in Ontario, 
the province with the heaviest traffic. 
Here are new and old rates paid by car 
owners in Toronto for public liability 
and property damage, limits of $5,000 
and $1,000. Select is pleasure car with 
no driver under 25; A is pleasure car 
with driver under 25; B is car used for 
business purposes. 


City of Toronto, P. L. & P. D. 


New Old 
Select $28 $28 
A 43 38 
B 50 47 


Other Lines 


APID expansion of accident and 

sickness insurance continued dur- 
ing 1951 although the bulk of the 
business was written by only a few 
companies. Companies reported that 
claims experience was satisfactory. In 
1950 accident and sickness premiums 
totalled $49.6 millions with about half 
the business written by life insurance 
companies and hlf bv casualty com- 
panies. About three-quarters of the 
business is group accident and sick- 
ness insurance. 

It is expected that other lines will 
also show increases in 1951 with the 
exception of personal property floater 
insurance, which, since increases in 
premiums during the past few years, 
has been losing its popularity to the 
cheaper householders’ policy. 


Life Insurance in 1951 
ANADIANS bought a record 


amount of life insurance during 
1951. It is estimated that total pur- 
chases will reach $2 billions, up from 
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the previous year by more than 10 per 
cent and double what was bought in 
1945. Greatest increase was made dur- 
ing the first seven months of the year, 
when 1951 totals were nearly 20 per 
cent above 1950. During the last five 
months, while purchases were above 
the previous year, the rate of increase 
slackened. 

It is estimated that total insurance 
in force at the end of 1951 will top 
$17 billions, up about $114 billions 
from December, 1950. This will bring 
the average amount of life insurance 
in force to over $1,200 per capita. 

Payments to policyholders, that is 





ANNUITIES 


The Life Insurance Company 
of Virginia offers a full line 
of annuity contracts at rea- 
sonable rates: 


Single Premium Immediate 
Life 
Installment Refund 
Cash Refund 
Joint and Last Survivor 


Annual Premium Deferred 
We write up to $100,000 on 
single premium annuities. 
We accept up to $5,000 an- 
nual premium or sufficient to 
provide a monthly annuity 
at age 65 of $500, whichever 
is less. 


Brokerage inquiries invited. 


LIFE 


Insurance Company 


of 
VIRGINIA 


Established 1871 
Richmond, Va. 


Robert £. Henley, President 

















death and disability claims, matured 
endowments, annuities, surrender values 
and dividends to policyholders, were 
about 5 per cent above 1950. The 
largest increase was in payments made 
under group insurance contracts which 
were up about 15 per cent. Payments 
to industrial policyholders remained 
relatively steady while those under or- 
dinary insurance policie- were about 
5 per cent higher. 


Investments 


URING the year there was fur- 

ther significant redistribution of 
investment funds of the companies. 
Companies continued to use their in- 
vestments to restrain inflationary pres- 
sures. Every effort was made to cur- 
tail unnecessary extension of © credit. 
Investments for non-essential purposes 
were cut to release the companies’ re- 
sources for purposes of defense and 
for expansion of vital production, such 
as public utilities, housing and munici- 
pal services. During 1951- there was 
further switching of funds from bonds 
to mortgage loans and other invest- 
ments giving higher yields. The recent 
amendment to Federal insurance laws 
which widened their investment powers, 
has permitted companies to invest a 
portion of their funds in income-pro- 
ducing real estate. 


War Clauses 


IFE insurance companies represent- 
ing about three-quarters of the 
new ordinary business written in Can- 
ada are now including a war clause 
in policies issued to applicants exposed 
to a war hazard. The balance of the 
companies are controlling adverse se- 
lection of risks by the use of under- 
writing restrictions. 

The majority of the companies are 
using a war clause which gives free 
cover to civilians except in respect of 
aviation hazard. A smaller group of 
companies is using a clause which ap- 
plies to civilians (during the first two 
policy years only in the case of U. S. 
companies) and _ servicemen where 
death occurs as a result of war outside 
the home areas. One company uses a 
clause which gives free cover to civil- 
ians but restricts the benefits to ser- 
vicemen in the event of death anywhere 
as a result of war. 


Proxies 
URING the year Federal insur- 


ance laws were amended to grant 
to participating policyholders of Ca- 
nadian life insurance companies with 
capital stock the right to vote by proxy. 
In the past these policyholders had 
the right to attend and vote at annual 


meetings but the provision of the Act 
granting to policyholders of mutual life 
companies the right to vote by proxy 
had not previously been extended to 
participating policyholders of stock 
companies. Companies are required to 
advise policyholders each year of their 
right to vote by proxy. 


Newfoundland 


T its last session the Newfoundland 
Legislature passed legislation 
bringing the Life Insurance Act in 
that province into line with the Uni- 
form Life Insurance Act, now in force 
in all provinces except Quebec. 
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Henri G. Ibsen 


President 
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Y noon of the 3lst of December, 

most insurance offices in New 
York were closed. It was a Monday and 
only a few lone workers or a small jo- 
vial group here and there were making 
their way to the subway at William and 
John Streets bound for home and the 
Jan. 1 holiday. You could make echoes 
in the tall buildings: the clerks were 
gone, secretaries, filing girls and ste- 
nographers, underwriters—they all had 
gone. 

All but the presidents, vice-presi- 
dents and secretaries. They had work 
still to do. For it was the end of the 
year and their signatures were required 
on legal documents and accountings of 
company assets, New Year’s eve parties 
notwithstanding. 

So it was that December quietly 
ebbed away . . . and with it, 1951. 


Serious Business 


Much more quietly, in fact, than the 
month had begun. 

From December 2 right through the 
first two weeks there were a rash of 
conventions, some on the same day; 
often in the same hotel. By Christmas, 
these annual business meetings had 
been supplemented more than ade- 
quately by agency Christmas parties 
and local monthly meetings. A number 








) 


of rate increases became effective on or 
before the year-end. A long-awaited 
ruling by the War Stabilization Board 
was good news. New York’s Governor 
Dewey stirred up an already simmering 
automobile insurance brew. 

All in all, considering the usual re- 
laxation from routine duties, and the 
gay celebrating to which we all finally 


PROPERTY 
INSURANCE 


IN Review 


yield—not too regretfully—as Christ- 
mas eve approaches, there was a good 
bit of serious business transacted in 
December; even a few important deci- 
sions made. 


Texas Straw 


Texas was the first state to come 
through with rate increases as of De- 
cember 1 for excess limit coverages in 
automobile liability lines. This was 
what reinsurers had been urging for 
some time—some had said a 100 per 
cent increase would not be excessive. 
(For reasons back of reinsurer’s atti- 
tude see THE Spectator Property In- 
SURANCE Review, November. 1951, page 
56.) “Bill” Leslie, manager, National 
Bureau of Casualty Underwriters, had 
referred to the concern of direct writers 
at White Sulphur Springs back in Sep- 
tember. Texas certainly didn’t estab- 
lish a trend, but maybe it was a straw 
in the wind. 

















Gloom Relief 


Texas’ action wasn’t the sort of 
thing the insurance industry cheers 
about even just before Christmas. It 
was just a sign that maybe belated re- 
lief was on the way after at least 12 
months of gloom over mounting claim 
costs, underwriting losses, decreasing 
margins out of which to reinsure excess 
limits. 

Additional gloom relief came, too, in 
the 9.4 per cent hike in physical dam- 
age rates for private passenger cars in 
New York City, effective New Year's 
eve. In North Carolina, the Bureau 
filed a 30 per cent rate-rise request 
for boiler and machinery insurance 
(similar increases have been approved 
in 30 other states). In New Jersey 
workmen’s compensation insurance 
rates were upped 6.2 per cent as of 
January 1. Massachusetts, where the 
companies claim a $5 million loss in 
automobile business since the war with 
































ee — ea (enema see ee 
Incurred Monthly Fire Losses in the United States 
(Including an allowance for unreported and uninsured losses) 
(000 omitted) 
Estimated by the National Board of Fire Underwriters 
1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 1951 
January $ 36,261 $ 26,470 $ 35,565 $ 27,733 $ 38,572 $ 44,865 $ 49,808 $ 57,180 $ 63,010 $ 57,926 $ 58,823 $ 68,686 
February 34,410 26,1 30,819 33,175 38,280 41,457 51,759 64,247 71,521 62,424 58,340 69, 136 
March. . 29,789 31,471 30,505 39,214 39,084 40,876 53,252 72,435 74,236 67,218 72,468 71,507 
aes 26 687 29,330 27,960 34,241 34,746 37.950 52,153 68 029 63,751 : 61,605 62,965 
y 23,447 25,637 23,233 29,297 32,815 34,153 46,094 56,545 59,256 54,162 58,765 58,744 
June.. 19,506 24,943 22,410 26,854 30,555 34,090 44,240 50,840 54,706 51,787 57,116 56 403 
July. 20.223 23,698 21,000 25,016 32,706 34,054 40,998 49,357 50,955 49,592 52,980 52,220 
August. 20,722 24,122 19,680 29,193 30,618 34,096 40,019 51,359 49,545 50,150 49,878 55,416 
September 21,198 24,668 20,443 26,488 31,448 32,447 40, 256 47,990 49,945 49,678 45,922 53,398 
October . 22,091 30,833 22,621 29,661 32,173 34,470 40,108 54,946 51,845 48,914 49,953 54, 660 
November 23,449 23,822 24,144 31,647 33,847 37,393 44,706 51,346 52,949 53,116 55,790 60,064 
December 28.617 31,261 «36,469 «47,716 = 48,694 §=— 49,478 = 88,084 §=— 68,361 © 69,397 67,278 © 68,8208, 208 
TOTAL $206,470 $322,357 $314,849 $380,235 $423,538 $455,329 $561,487 $692,635 $711,114 $667,536 $688,460 $731, 405 


| 
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claim frequency still rising, came 
through with a feeble 9.7 per cent 
average rate-hike, as against the 23 per 
cent-plus increase regarded as mini- 
mum by the insurers. 


Serious N.A.I.C. 


Sunday morning, December 2. Lo- 
cale: Hotel Commodore, New York 
City. Schedule: four morning commit- 
tee sessions, to be followed by four in 
the afternoon. Event: the first day of 
the mid-year meeting of the National 
Association of Insurance Commis- 
sioners. 

The commissioners’ meetings may 
lack sparkle; there is not much flare 
for the dramatic. But they make up for 
it in plenty of serious listening and 
some telling queries. Which is not to 
say that there are not pleasant inter- 
ludes . . . like the delightful affair of 
the Passé Club International, exclusive 
fraternity of commissioners who have 
been “beheaded,” defeated, retired and 
otherwise rendered “passé.” 

As for the serious business, here is 
most of what happened: 

1. Executive committee subcommit- 
tee will study a proposal by President 
Frank Sullivan (Kansas) for more per- 
sonnel and facilities at the central of- 
fice. 

2. A uniform deposit, law draft will 
be worked up by a Law and Legislation 
subcommittee, which is also cooperat- 
ing with an industry group on security 
and insolvency funds. 

3. An all-industry proposal for a 
model agents’ and brokers’ qualifica- 
tion and licensing bill will be reported 
on at the annual meeting. 


4. Reinsurance raised some tempera- 





——__ 





ERRATUM 


In the 1951 “Insurance By States” 
the report of the Employers Insurance 
Company of Alabama was omitted 
from the State of Alabama. 

Direct Premiums Written and Direct 
Losses Paid for this Company for year 
ending December 31, 1950 are as fol- 
lows: 

Direct Direct 


Premiums Losses 
Written Paid Ratio 
Fe acca 3,370 214 6 
Extended Coverage ..... 613 75 
Workmen’s Compensation 707,073 387,371 55 
Liability Other than Auto. 53.301 19,007 36 





Auto Liability,.......... 319,202 100,513 32 
Auto Property Damage... 161,696 72,736 45 
Auto Phys. Damage... .. 333,560 85,149 26 
rty Damage Other 
il =e 19,623 9,984 651 

eR ‘ 2,350 —518 

i lten dade ako to 
RES ieeemeter 7,781 2,193 28 
Burglary and Theft. . 6,839 1,644 24 

TOTALS......... . 1,616,641 678,368 42 
—_— ce a po an ma 











INSURANCE ACTIVITIES AT CHRISTMAS 





GIFTS: Six hundred and three dolls. The three standing are, left 
to right, Gloria Lomonaco, Mrs. Mary Colavito, and Nina Russo, 
employees of the Royal-Liverpool Insurance Group. For the 16th 
consecutive year Royal employees collected money for the pur- 
chase of toys and dolls. Nearly all of the toys were distributed 
through charitable organizations in the greater New York area. 





* 


CHRISTMAS PARTY: Shown with Santa Claus are Dorothy Sar- 
noff and the Siamese children from the Broadway hit The King 
and I who entertained the 300 children, former patients at Beek- 
man-Downtown Hospital, New York, who attended Christmas cele- 
bration. Harold C. Conick, president of the Royal-Liverpool Ins. 
Group, is the chairman of the hospital’s Fund Raising Committee. 
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DEDICATION: Leonard T. Backus, Southland manager for Fire- 
man’s Fund, is shown explaining some reproductions of mementoes 
of the company’s early history located in the new headquarters’ 
reception room at 3440 Wilshire Boulevard, Los Angeles, Calif. 
Viewing are Frank L. King, president of the California Bank 
(right), and T. E. Ivey, Jr., the bank’s vice president (left). 


tures at the meeting. The reinsurance 
subcommittee turned down the Lamble 
(John S. Lamble, North Star 
president) allowing credit against un- 
earned premium of ceding 
companies in the amount of the pro- 


plan 
reserves 


vincial commission under sliding scale 
contracts where the difference between 
it and the minimum commission was 
not over 10 per cent of ceding com- 
pany’s policyholder surplus. Commis- 
sioners urged the business to try an- 
other approach. 





ELECTION: William M. Rees, 
newly appointed vice president of 
the Vigilant Insurance Company. 
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5. London Lloyds’ will no longer 
have special status: Effective December 
31, 1952, so far as credit allowed in 
financial statements is concerned, they 
will be subject to the same standards 
as other alien reinsurers. 

6. Segregation of excess of loss pre- 
miums and establishment of a special 
reserve as proposed by President John 
A. Diemand, North America Com- 
panies, was passed on for action to the 
next meeting. Separate reporting of 
experience on these contracts was ap- 
proved in principle. 





APPOINTMENT: William M. 
Turner was named comptroller of 


Schiff, Terhune & Co., Inc. 


7. Automobile liability coverages for 
G.L.-owned cars is being considere:| by 
the casualty and surety committee, 
Question is whether the full omribus 
clause should be granted; also, whether 
hard-to-place insureds should be re. 
ferred to assigned risk plans, which 
Director Day (J. Edward Day, Illinois) 
says agents don’t like and insured G.I.’ 
don’t understand. 


Commissions 


The National Association of [nsur. 
ance Agents’ executive committee wrote 
a letter to the Cook County Inspection 
Bureau, Illinois, in December, question- 
ing the legality of deviations granted 
earlier in the year to the North America 
Companies. The NAIA contends de- 
viations based on reduced commissions 
are illegal. 

Another letter—this one from the 
Washington Agents’ Association to the 
NAIA—protests the reactivation of the 
NAIA commission committee, which 
had been discharged at the New York 
convention. The Washington agents 
say they don’t object to any study the 
NAIA may want to make, but they op- 
pose any NAIA committee or person- 
nel discussing “specific commission 
loadings with any rating organization, 
supervisory official or group of com- 
panies. In fact we would be impelled,” 
they continue, “to repudiate any ex- 
press or implied agreement which 
would affect the individual right of con- 
tract. . . .” This was business at the 
old stand for both parties—those who 
felt the commission problem was within 
the province of the National Associa- 
tion and those who object to its han- 
dling a touchy subject. 





JOINS GROUP: William GC. Moore 
has joined the staff of the America 
Fore Insurance Group. 
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Merit Rating 


New York’s Governor Thomas E. 
Dewey made insurance news at the 
turn of the year. His first proposal was 
a semi-annual inspection of autos. The 
state Chamber of Commerce favors the 
bill, says it would save 800 lives and 
reduce accidents 30 per cent, might re- 
duce auto insurance rates. At least two 
local insurance associations support 
the plan besides a number of civic and 
trade associations. Some legislators 
say defective cars are not the prime 
cause of accidents. Some garages and 
automobile dealers oppose inspections 
by the state, favor private inspections. 

Mr. Dewey’s second proposal is a re- 
view by the legislature of an insurance 
department study of possible premium 
rebates to drivers with better than aver- 
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age safety records. It is probable that 
a large section of the industry would 
oppose any merit rating system on 
grounds that past experience has 
proven it administratively impossible 
and in numerous ways inequitable. 









More Conventions 


The Eastern Underwriters Associa- 
tion held its 25th annual meeting De- 
cember 12 and elected D. C. Bowersock, 
Boston Insurance Company president, 
as its new head to succeed John A. 
North, president, Phoenix of Hartford. 

The same day, a couple of blocks 
away in the Commodore, the Insurance 
Federation of New York named John C. 
Stott, recent NAIA president, to lead 
the organization in 1952. Guest speaker, 
Superintendent Alfred C. Bohlinger of 
New York, said that one challenge so 
far unmet by the industry was medical 
care insurance for those over 65. 

About a week or ten days before the 
holidays the Life Association of 
America featured as part of its annual 
meeting an off-the-record, let-your-hair- 
dow: discussion of accident and health 
insurance. A goodly number of cas- 
ualty company officers and A & H 
people participated. 


Welfare Plans 


The War Stabilization Board came 
through with a Christmas present. It 
approved automatically health and wel- 
fare programs in wh‘ch employees pay 
at least 40 per cent of the cost; also 
those where employees pay less if the 
plans do not provide paid sick leave, 
large hospital and surgical allowances, 


lengthy rest cures, disability compensa- 
tion of more than 60 per cent of the 
average wages of all those insured, life 
policies with cash values, and other 
benefits regarded as potentially infla- 


tionary. 


Company Notes 


James L. McCauley has been pro- 
moted to executive vice-president of the 
American Credit Indemnity Co., New 
York . .. The Continental Casualty Co., 
Chicago, Ill., has advanced F. M. 
Roesing from assistant vice-president to 
vice-president in charge of casualty 
underwriting. Mr. Roesing is replacing 
A. E. Spottke, who has resigned .. . 
R. E. Vollriede, also of the Continental, 
has been elected executive vice-presi- 
dent while R. W. Harvey has been 
named to Mr. Vollriede’s former posi- 
tion of assistant vice-president .. . 
Curtis W. Pierce, who retired last July 
as president of the Factory Insurance 
Association and who was a former vice- 
president of the America Fore Group 
Companies, died Nov. 20, in Montclair, 
New Jersey, after a short illness. 


William B. Kelly retired from active 
service on Dec. 31. Mr. Kelly, upon 
retirement, relinquished his duties as 
assistant manager of the Royal Ex- 
change Assurance, State Assurance Co., 
Ltd., Car and General Insurance Corp., 
Ltd., and as vice-president of the Provi- 
dent Fire Insurance Co. . . . Val T. 
Webber, former assistant secretary of 
the United Pacific Insurance Co., 
Tacoma, Wash., has been elected an 
assistant vice-president by the company 
... James R. Thwing and Walter Perry, 
Jr., have been elected vice-presidents 
of the Providence Washington Insur- 
ance Co., Providence, R. I. . . . Fred H. 
Calvin was elected vice-president in 
charge of underwriting of the Kansas 
City Fire and Marine Insurance Co., 
Kansas City, Mo. . . . William de V. 
Washburn has been elected president 
of American Health Insurance Corp., 
Baltimore, Md., succeeding John F. 
McFadden, who retired . . . August F. 
Stone has been elected president of 
American Credit Indemnity Co. of New 
York. He replaced John F. McFadden, 
who retired as president of the com- 
pany. 

Thomas Hammond Silver, 66, presi- 
dent of the Lumber Mutual Casualty 
Insurance Co., New York, N. Y., died 
Dec. 4 in French Hospital after a brief 
illness . . . Victor C. Gorton, vice-presi- 
dent and general counsel of the Allstate 
Insurance Co., Chicago, Ill., retired Jan. 
1... Robert S. Garvie, vice-president, 
and David A. Solly, Jr., treasurer of the 
Aetna Insurance Company, Hartford, 
Conn., have been elected to the board 
of directors of the Aetna Insurance 


Group . .. R. Lynn Colomb, secretary 
of the Pacific coast department of the 
Glens Falls Group, Glens Falls, New 
York, has resigned from the Group, 
effective Jan. 1, 1952... As of that 
date, Mr. Colomb joined the /ndustrial 
Indemnity Co., San Francisco, Califor- 
nia, in an official capacity . . . T. Rus- 
sell Hires has been appointed assistant 
vice-president of the American Re- 
Insurance Co., New York, N. Y., and of 
the American Reserve Insurance Co., 
New York, N. Y. ... Philip D. Cross 
has been appointed as superintendent 
of the accident and health department 
of the Phoenix-London Group, London, 
England, to replace Stuart Duffield, 
who has retired . . . George L. Larkin, 
assistant U. S. Manager of the Ocean 
Accident and Guarantee Corp., London, 
vice-president of the Columbia Casualty 
Co., New York, N. Y., and assistant 
U. S. manager of the Commercial Union 
Assurance Co., London, the Palatine 
Insurance Co., London, Union Assur- 
ance Society, London, and the British 
General Insurance Co., London, retired 


Dec. 31, 1951. 


Agnew Killed 


Frank J. Agnew, veteran legislative 
representative on the Pacific coast for 
the capital stock fire companies, died in 
New York City, Dec. 13, from injuries 
suffered when struck by a truck the 
evening of Dec. 7... Eugene H. Hurst, 
manager of the Chicago branch office 
of the Hartford Steam Boiler Inspection 
and Insurance Company, Hartford, 
Conn., died on Dec. 12. He had been 
with Hartford Steam Boiler since 1936 
. . . Indemnity Insurance Company of 
North America, Philadelphia, Pa., has 
announced the advancement of five 
men: Reginald S. Robins was promoted 
from assistant vice-president to vice- 
president; Roy H. Stitt from assistant 
secretary to assistant vice-president, and 
Charles A. Sanford from assistant sec- 
retary to liability secretary. New officers 
are Clayton B. Wentworth and Donald 
H. Colyer, elected assistant secretaries 
. .. J. Paul Rutter was elected vice- 
president and John N. Cosgrove secre- 
tary of the American Insurance Com- 
pany, Newark, New Jersey . . . Donald 
C. Bowersock, president of the Boston 
Insurance Company, Boston, Massa- 
chusetts, was elected president of the 
Eastern Underwriters Association at 
the twenty-fifth annual meeting of the 
organization on Wednesday, Dec. 12. 
He succeeds John A. North, president 
of the Phoenix Insurance Company. 

D. Theodore Kelly was elected presi- 
dent of the Lumber Mutual Casualty 
Insurance Company, New York, N. Y., 
on Dec. 17. Mr. Kelly succeeds the late 
Thomas H. Silver, who was president 
until his recent death. 
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OPENING: New addition of W est- 
ern Department (Rockland, Ill.) 
of American of Newark inspected 
by President B. C. Vitt (left), Man- 
ager John McFarland and Vice- 
President John P. Young, Jr., 
former manager. 

More than 1,500 visitors —— in- 
cluding agents, employees and 
their families came to enjoy the 
festivities and explore the building 
and new facilities. > 





FLYING ENTERPRISE: When 
Capt. Kurt Carlsen’s ship was lost 
after his stirring fight to save it, a 
check for $800,000—about 64 per 
cent of the hull value—was deliv- 
ered to Isbrandtsen Lines the next 
day. Most of the balance of the 
$1,250,000 on the hull was insured 
in foreign markets plus about 
$500,000 on the cargo. 

Shown here are Clifford G. Corn- 
well (left), manager, American 
Marine Hull Syndicate, presenting 
checks of its 81 offices. Fred Mac- 
cabe (center), president, American 
International Agency, presents 
checks for his office and the Albert 
Ullmann Marine Office. Egon H. 
Ottinger, vice-president of Frank 
B. Hall & Co., brokers for Is- 


brandtsen, receives the checks. - 


MALONEY: Commissioner John 
R. Maloney, California (left), 
seated for drawing of his carica- 
ture at booth maintained by Fire- 
man’s Fund at the 44th annual con- 
vention of the California Agents 
Association at Los Angeles. 
Robert E. Battles (standing, 
left), who was elected president of 
the . Association, looks on with 
Leonard T. Backus, Southern Cali- 
fornia Department manager for 
the Fireman’s Group, while the 
artist puts on the final touch. 


Mr. Battles is manager of the in- 
surance department of R. A. Ro- 
wan & Co., Los Angeles. > 
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Nast cartoon of Washington and Greeley 
was captioned, “History repeats itself. 
Both fond of chopping trees, and neither 
of them could tell a lie.” 





‘co West Greeley 


the old wood chopper 
of Chappaqua 


i BE GREETED as “Uncle Horace” always 
pleased Greeley and indicated the public’s 
affection for the editor of the powerful New York 
Tribune. His peculiar garb and cherubic, whisker- 
ringed face made him the caricaturist’s favorite; 
his high voice won him the nickname Squeak; 
but it has been said that “no other man in his 
time exercised so great an influence.” Although 
he was responsible for advancing other men’s 
careers—notably he secured Lincoln’s nomina- 
tion for the presidency—the only political office 
he held was a brief term as Congressman. 


Born in Amherst, New Hampshire in 1811, 
Greeley started as apprentice printer when only 
fourteen and at twenty came to New York with 
his possessions tied in a handkerchief. His tat- 
tered clothes cost him many jobs but men who 
hired him found him an able printer and he 
soon had his own shop. In 1841 he founded the 
Tribune which under his editorship set a lofty 
standard. 


As a supporter of causes Greeley molded 
opinion and his reiterated advice to “go west” 
was often heeded yet in his own home he declared 
he had no voice “unless I fight for it and not 
even then.” The house in Chappaqua, New York, where he lived for 
twenty years was selected to please his wife, a complaining invalid 
devoted to spiritualism and health cures, but it failed to interest her. 
To Greeley, however, his property was a joy for here he could indulge 
his fondness for farming and for chopping wood. “The ax,” he used to 
say, “is my doctor and my delight.” 

In 1872 when Greeley ran against Grant for the presidency, he made 
a short speaking tour and was so violently attacked as a “beggar for 
office” that he said, “I hardly know whether I am running for the 
presidency or the penitentiary.” He was defeated and died a few weeks 


* THE HOME* 


afterwards. 


The Home, through its agents and 
brokers, is America’s leading 
insurance protector of American homes 
and the homes of American industry. 








The Home Indemnity Company, 


(Susurance Company 


Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE ° AUTOMOBILE 3 MARINE 


an affiliate, writes Casualty Insurance, Fidelity and Surety. Bonds 
Copyright 1952, The Home Insurance Company 
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By LEON GILBERT SIMON 


~ the horizon 


THINKING ABOUT READING 


ECENTLY a friend asked me to 

lend him one of my books which 
we had discussed and criticized. Seldom 
do I lend books because of the fear of 
losing them. Not that I couldn’t buy 
another copy if necessary but I make 
a habit of marking my books very 
elaborately with pen, pencil, crayon or 
anything else that is handy when I am 
reading. The markings emphasize the 
essence of the author’s prevailing ideas. 
Therefore the book is my valued pos- 
session because I can continually and 
quickly reread it by reference to the 
marked passages. I am in renewed com- 
munication with the author. It is a one- 
way system in which his basic ideas 
stimulate my thinking on the subject. 
My friend was shocked to find the book, 
underlined on many pages with em- 
phatic red and sometimes black arrows 
and dots across the pages. I was com- 
pelled to admit that I have a tendency 
to destroy the books I read by charac- 
teristic symbols and markings. While 
admitting the physical destruction of 
the book, his attention was called to the 
fact that I was not destroying the 
author’s message but actually empha- 
sizing it. The publisher’s book was in- 
jured but the author’s idea was unim- 
paired. After all the object of all 
written and spoken words is to convey 
ideas. The printed book is merely a 


method of communication from man to 
man—author to reader. The idea is 
more important than the container. The 
book is valuable for its expression of 
thought. In a similar sense, the mes- 
senger boy is less important than the 
message he brings. My library contains 
many injured books whose healthy in- 
fluence has been preserved for my con- 
tinuous refreshment. 


Measuring Capacity 

In most fields of endeavor, we mea- 
sure a man’s capacity by the difficulty 
of his work. Some books are difficult 
because they make greater demands on 
the intelligence of the reader. But the 
higher level is not the only indication 
of his skill. The question arises “How 
much has he absorbed?” How much 
important detail has he forgotten?” 
“How much remains in his mind after 
the early moments of delightful ac- 
ceptance?” “How much becomes a 
permanent part of his thinking?” “How 
much is indelibly inscribed on the 
tablets of his memory?” The answers 
are the criteria of his capacity to read. 
Naturally different people possess dif- 
ferent capacities along this line. One 
man can read more difficult matters 
than another. One may read Bertrand 
Russell’s Mathematical Philosophy the 
other man only reads gossip columns 


and racing sheets. More people read 
tabloids, less read “The Saturday Re. 
view of Literature,” because as one as- 
cends the ladder of excellence, the num- 
ber of practitioners diminishes. The 
rule is—the higher the fewer—the 
lower the level, the more crowded it 
becomes. The air is rarified on the 
mountain top, more dense in the valley. 
. To improve our capacities to read, it 
is necessary to lift the level of our 
present scale. Tabloids require a low 
level capacity. Literary magazines—The 
New York Times Book Review and so 
forth require higher levels and still 
higher up the scale we find “Great 
Books of All Times.” There are many 
intervening steps on the way up. It is 
a ladder without end. The important 
thing is to read that which we do not 
readily comprehend now. The book we 
are reading should be slightly beyond 
our present level. A heavier load of 
better books gives us the mental exer- 
cise we need and increases the depths 
of our understanding. It develops our 
mental musculature in the same manner 
as lifting weights develops physical 
muscles. Also the tempo in reading is 
slower as the level becomes higher and 
higher. Great books are communica- 
tions from the lofty level of eminent 
authors, to those of us in the lower 
strata, but always we are lifted and 
pulled up to a higher elevation. The 
book should be superior to the reader. 
It is communication between unequals. 
The distance between reader and author 
is gradually reduced as the reader gains 
ascendency by his own activity. 

As a practical matter it is a great 
help to mark up and underline im- 
portant passages in the author’s work. 
It is generally true that the book which 
is well marked has been well read. It 
will be less attractive pictorially but 
more valuable as a communication. In 
this way the reader can easily refresh 
his recollections of the author’s mes- 
sage. Its essence is thereby preserved 
and the reader acquires the subtle rap- 
ture of greater understanding. Thus he 
can justify his bold book markings as 
that which Shakespeare said “Shall 
profit me and much enrich my book.” 
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OUR COAST GUARD — In times of peace and war the 
Coast Guard faithfully patrols our Coasts. Their valiant 
rescue and salvage feats since 1790 are historic. Through 
raging seas, ice bound waters and fog, men of the Coast 
Guard ag their courageous and efficient rescues. 
The Northern Assurance has provided reliable 
Insurance Protection for over 114 years. 
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By FORREST L. MORTON 


Analyst and Adviser in Estate and Tax Matters 


tax analysis 


TAXABILITY OF JOINT AND 
SURVIVORSHIP ANNUNITIES 


HE manner in which joint and sur- 

vivorship annuities should be sub- 
ject to tax has been a troublesome 
problem for many years. It should be 
apparent to any court, however, that 
the present practices of the Govern- 
ment: (1) To tax annuity income on 
the basis of the 3% rule for the pur- 
poses of Federal income tax; and (2) 
To tax the survivorship interest in a 
joint and survivorship annuity on the 
basis of replacement cost for the pur- 
poses of Federal estate tax; are both 
unfair and inequitable. Many articles 
have appeared in the past condemning 
these procedures, but neither Congress 
nor the courts seem willing to do any- 
thing to correct a untenable situation. 


Naturally, Congress is fully aware 
that inequity exists in these two pro- 
cedures. In fact, in the Revenue Act 
of 1951, it amended, but only slightly, 
one of the two practices. For example, 
if the value of a joint and survivorship 
annuity is included in the gross estate 
of the deceased annuitant for Federal 
estate tax purposes, the 3% rule will 
be applied against such value, rather 
than the original cost of the contract. 
In many cases, this amendment of the 
rule will be of no substantial benefit 
to the surviving annuitant, for at pres- 
ent annuity yields, practically no an- 
nuitant could ever hope to recover the 
cost or replacement value free from tax. 

It is hoped that some day Congress 


will see the light and give more equi- 
table treatment to the taxability of an- 
nuity contracts, both as to income and 
estate tax consequences. Because of 
taxes, the rising cost of living, and ever 
changing economic conditions, the an- 
nuity dollar has now dropped to a very 
low point, and certainly some relief 
should be given from a tax standpoint, 
especially when the present practices 
of taxing such contracts are extremely 
unfair and inequitable. 

A case in point has recently been 
decided by the United States Tax 
Court, and while no criticism is to be 
made of the court’s ruling, neverthe- 
less, this case would probably never 
have come to court if the tax treatment 
had been logical. It is the case of the 
Estate of John M. Goetchius, James P. 
Mimnaugh, Executor v. Commissioner, 


decided on September 28, 1951. 


Mr. Goetchius was born on May 19, 
1873 and died on June 4, 1946.. He 
was survived by a brother, Morgan 
Goetchius, and Mrs. Eleanor Ray, a 
beneficiary of his last will, but not 
related to him by blood or marriage. 

On December 2, 1932, Mr. Goetchius 
executed a will in which he bequeathed 
$250,000 in cash and 4350 shares of 
Illinois Zinc Company stock to St. 
Paul’s School in Concord, New Hamp- 
shire, upon the condition that the 
school would pay to Mrs. Ray $1,000 
a month as long as she lived. At the 
time the will was executed, Mrs. Ray 
was 46 years of age. 

On May 8, 1935, the foregoing will 
was revoked and a new. will was exe- 
cuted by which Mr. Goetchius left his 


residuary estate in trust, with his 
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ORTY YEARS AGO the automobile was a rich 

man’s toy. TV and radio were unheard of. Re- 
frigeration? You hung a card in the front window 
to signal the ice man. 


Today we drive 40 million cars, listen to 90 mil- 
lion radios, keep food in 33 million refrigerators. 


Yet millions in the rest of the world are still 
groping in the primitive darkness of 40 years ago. 

Why have we moved ahead? Competition is a 
chief reason. Only competition in business has made 
luxuries commonplace in your home today. Compe- 
tition, for example, in the production and sale of 
steel and things made out of steel. 

Steel makes progress possible—in war or peace 
... in the manufacture of everything from table- 
ware to tanks, razor blades to skyscrapers, baby 
carriages to “Big Mo’”’. 

How well does this competition of ours work 
in the steel business? 

... The U.S.A. shows an 83.4% gain in steel out- 
put between 1939 and 1950. The rest of the world 
shows an 0.8% loss. 

- - - In 1939, the U.S.A. under “competition” 





made 1 of all the world’s steel. Today we produce 
half—all with only 6% of the people in the world. 


. .. Steel workers under ‘‘competition” gained in 
jobs, too. There were 449 thousand jobs in 1939. 
Today—637 thousand. 


The steel industry is just one example of how a 
free competitive system works. Ours is the security 
millions of people in the world dream of when they 
embrace such dead-ends as “‘planned economies’. 


Look around and see what happens when people 
hand their jobs and factories over to the government. 
Or have them taken by law. Or by force. Name it 
what you will—“‘communism”’, “nationalization”, 
“socialism’’,‘‘regimentation’’—it is a one-way street, 
and no turning back. By then people no longer own 
government. Government owns the people. 


This report on PROGRESS-FOR-PEOPLE is published 
by this magazine in cooperation with National Business 
Publications, Inc., as a public service. This material, in- 
cluding illustration, may be used, with or without credit, 
in plant city advertisements, employee publications, 
house organs, speeches or in any other manner, 


THE COMPETITIVE SYSTEM DELIVERS THE MOST TO THE GREATEST NUMBER OF PEOPLE 
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brother as trustee, to pay Mrs. Ray 
$1,000 a month during her lifetime 
out of the trust income. Mrs. Ray was 
then 49 years of age. 


Second Will Revoked 


On January 29, 1946, this second 
will was revoked, and Mr. Goetchiu- 
executed another will which was in 
effect at the time of his death on June 
4, 1946. This last will included be- 
quests of real and personal property 
to St. Paul’s School, personal property 
to his brother, Julia Goetchius Fahne- 
stock and Mrs. Ray. The residuary 
estate was left to Mrs. Ray. 


On November 19, 1935, Mr. Goetch- 
ius created a living trust, with his 
brother as trustee. He assigned $140,- 
000 of insurance on his life to this 
trust which constituted the entire cor- 
pus. During the lifetime of the grantor, 
the dividends were to be paid to his 
brother, but upon the death of the 
grantor, the proceeds were to be in- 
vested by the trustee, and the income 
paid to Mrs. Ray during her lifetime. 

This trust was amended by the 
grantor on December 21, 1938, with the 
consent of Mrs. Ray. One of three 


documents executed at the time recited 
that Mr. Goetchius had acquired 24 


Life. Annuities, Accident & Health and Hospitatisation 
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joint and survivorship annuity policies 
under which Mrs. Ray would receive, 
upon the death of Mr. Goetchius, 
$1,000 a month as long as she lived, 
“in consideration of her consent to the 
revocation of the deed or trust.” Ac- 
cordingly, Mrs. Ray relinquished and 
transferred to Morgan Goetchius, 
brother of the grantor, all of the in- 
terest of every nature that she might 
have in the November 19, 1936, trust, 

The 24 joint and survivorship annv- 
ity policies were issued on December 
21, 1938, for a total consideration of 
$209,163.20, and it was determined that 
if Mr. Goetchius has purchased the 
contracts on his life alone without the 
survivorship provision for Mrs. Ray, 
the total consideration would have been 
only $130,384.50, a difference of $78,- 
778.70. The Commissioner of Internal 
Revenue determined that the value of 
these annuity policies for Federal es- 
tate tax purposes was $200,672.00 at 
the time of the death of Mr. Goetchius, 
which is only $8,491.20 less than the 
original consideration paid, although 
approximately $90,000 of annuity in- 
come had been paid to Mr. Goetchius 
from the date the contracts were issued 
in 1938 to the time of his death in 1946. 

Mr. Goetchius did not file a gift tax 
return during his lifetime reporting a 
gift of any interest in these 24 annuity 
policies. However, after his death, the 
executor of his estate did file such a 
return showing the value of the gift 
to be $78,778.70,—that is, the differ- 
enece between the actual cost of the 24 
annuity contracts and what the cost 
would have been if the policies had 
been issued to Mr. Goetchius alone 
without a survivor annuitant. 

The Tax Court states in its opinion: 
“The only question to be decided is 
whether the decedent made the trans- 
fer of survivorship interests in the an- 
nuity policies to Mrs. Ray under ‘a 
bona fide sale for an adequate and full 
consideration in money or money's 
worth’ within the exception provided 
in section 811(c) (1), so that the trans- 
fers of the interest are not reached by 
any of the provisions of section 811 (c).” 

The executor of the estate argued 
that Mr. Goetchius received _ his 
“money’s worth” for the annuity he 
provided Mrs. Ray by making her the 
survivor annuitant under the 24 annuity 
policies from her relinquishment in 
1938, to his brother, of her contingent 
interest in the income of the life in- 
surance trust, which he contended 
should be held to have been a pur- 
chase and sale for an adequate and 
full consideration in money’s worth, and 
that, therefore, there was no donative 
transfer by the decedent to Mrs. Ray 
of interests in the annuity contracts. 
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The Tax Court continues: “The pur- 
pose of section 8ll(c) is to reach all 
testamentary transfers of property. In 
order for a transfer of property to be 
exempt from tax under section 811- 
(c) (1), there must not be a donative 
or testamentary transfer of property. 
The condition, receipt of ‘adequate and 
full consideration, can intervene to 
avoid the tax only if the facts show that 
the transfer of property in question 
does not represent a depletion of the 
transferor’s estate. In this proceeding, 
there are several factors which demon- 
strate that the entire arrangement 
‘savored more of a testamentary dis- 
position than of a bargain and sale’ 
such as the statute contemplates. .. . 
The decedent had demonstrated on 
three occasions that he desired to pro- 
vide Mrs. Ray with a life annuity after 
his death of $1,000 per month. He had 
directed in his will of December 2, 1932, 
that she should receive an annuity of 
$1,000 per month for as long as she 
lived. In a later will executed on May 
8, 1935, the decedent had bequeathed 
the residue of his estate in trust, nam- 
ing Mrs. Ray as the life beneficiary of 
the testamentary trust under which she 
was to receive, after his death, $1,000 
per month for life. And then in Novem- 
ber of 1935, the decedent created an 
inter vivos trust in which he made Mrs. 
Ray the beneficiary of the income of 
that trust after his death. 

“We observe, upon reviewing all of 
the evidence in this proceedings, that 
the decedent intended not that Mrs. 
Ray should receive two annuities of 
$1,000 per month, but that she should 
receive one annuity of $1,000 per 
month. That intent was ultimately 
achieved by making her the survivor 
annuitant in the 24 joint and survivor 
annuity contracts. Furthermore, the real 
eflect of the arrangement of December 
21, 1938, was not so much to provide 
Mrs. Ray, for whom provision already 
had been made by the existing pro- 
visions of the 1935 trust, as to increase 
the bequest to- Morgan Goetchius under 
the trust to include the trust income 
during the term of the trust. 

“The exemption from tax which is 
provided by section 811(c) (1) is to be 
applied carefully, since it is an exemp- 
tion. The wording thereof was intended 
to prevent the distribution of a trans- 
feror’s estate without the payment of 
the tax on testamentary dispositions of 
Property. . . . It must be observed that 
the situation in this case presents a 
clear pattern for avoiding the reach of 
section 811(c) through the application 
of the exemptien clause in sub-section 
(1)... The transfer by the decedent 
to Mrs. Ray of an interest in the pro- 
ceeds of the Equitable policy came 


within the reach of the estate tax. The 
transfer to her in 1938 of substantially 
the same interest, from the viewpoint 
of the annuity she would receive, in the 
Canadian annuity contracts under the 
guise of ‘a bona fide sale for an ade- 
quate and full consideration in money 
or money’s worth,’ if approved, would 
free from the estate tax, a transfer of 
an interest in property which otherwise 
would be taxed. 

“From another standpoint, approval 
of the petitioner’s theory would free 
from tax about $200,000 of the dece- 
dent’s estate beyond the previous re- 
duction thereof which was brought 
about by the transfer of the Equitable 








policy for $140,000 to the trust in 1935, 
regardless of whether Mrs. Ray or 
Morgan Goetchius was the beneficiary 
of the additional $200,000 of property 
of the decedent. 

“The ‘consideration’ which was re- 
ceived by the decedent under the ar- 
rangement of December 21, 1938, was 
merely contractual and did not satisfy 
the condition prescribed in section 811- 
(c)(1) for the exemption. It is held 
that the respondent properly included 
the value at the date of death of the 
survivorship interests in the 24 Cana- 
dian survivorship annuity contracts in 
the gross estate of the decedent under 
section 811(c).” 
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EW YORK CITY in the month of 

December was the center of life 
insurance activity with top company, 
state and association officials gathered 
there for the annual sessions of the 
Life Insurance Counsel, the Life Asso- 
ciation and the Institute. 

The opening session of the Life 
Insurance Association of America, 
heard Bruce Shepherd, Association 
manager, report on the state of the 
business. He disclosed that approxi- 
mately 86 million policyholders are 
protected by a record $253 billion of 
legal reserve life insurance. A break- 
down of the total showed ordinary in 
force of $160 billion, or 63% of the 
total; group insurance accounted for 
$58,300,000,000 or 23%; and indus- 
trial insurance for $34,900,000,000, or 
14%. 

At the Association’s luncheon, Arthur 
Hays Sulzberger, publisher of the cen- 
tury-old New York Times, was greeted 
by executives of fourteen life insurance 
companies, all of whom are over 100 
years in the business. Mr. Sulzberger 
spoke of his recent European tour to 
members: of the Association. (See cut 
below*). 

Further 


disclosures by Manager 





*The executives, their company affilia- 
tions and year of company’s founding, are 
from left to right: Benjamin L. Holland, 
president, Phoenix Mutual, 1851; John Y. 
int a vice-president, Canada Life, 
1847; . Ladd Plumley, vice-president, 
State Mutual Life, 1844; Peter M. Fraser, 
president, Connecticut Mutual, 1846; Ed- 
ward O. Stanley, vice-president, Mutual 
Benefit, 1845; Leland J. Kalmbach, presi- 
—. Massachusetts Mutual, 185i; Mr. 
Sulzberger; George L. Harrison, chair- 
man, ew York Life, 1845; L. Douglas 
Meredith, executive vice-president, a- 
tional Life of Vermont, 1850; Herbert 
Adam, vice-president, Penn Mutual, 1847; 
O. Kelley Anderson, president, New En- 
gland Mutual, 1835; Louis W. Dawson, 
president, Mutual Life of New York, 1843; 
Harrison L. Amber, president, Berkshire 
Life, 1851; Thomas E. Lovejoy, Jr., presi- 
dent, Manhattan Life, 1850; Rolland E. 
Irish, president, Union Mutual, 1848. 


Centenial Representatives for over 1400 years 
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LIFE 


INSURANCE 


IN Review 


Shepherd on the state of the business 
showed that: 

New life insurance purchased reached 
$28,800,000,000 by the year-end, a drop 
of approximately 6% from the 1950 
record volume but 21% above the 1949 
total. The reason: a falling off of about 
33% in group production which totaled 
about $4,800,000,000. Purchases of 
new ordinary and industrial increased 
about 2% each to totals of $18,500,- 
000,000 and $5,500,000,000 respectively. 

Life insurance and annuity payments 
to policyholders and _ beneficiaries 
totaled $4 billion and $750 million was 
disbursed under accident and health 
contracts. Reporting the amount of 
benefits that accrue to policyholders, 
Mr. Shepherd cited it as the “most 
concrete measure of the performance 
of life insurance.” 

Of the $4 billion life insurance and 
annuity payments, approximately $1,- 
725,000,000 or 43%, represented death 


claims, including accidental death bene- 
fits to beneficiaries of deceased policy- 
holders. The remaining $2,275,000,000, 
or 57%, paid to living policyholders 
includes matured endowments, annui- 
ties, surrender values, disability pay- 
ments and policy dividends. ll 
payments were increases over the cor- 
responding payments of 1950. 


Investment Survey 


Investment activities of the life in- 
surance companies for 1951 were re- 
ported at the Life Association’s meet- 
ing by James J. O’Leary, their director 
of Investment Research. His estimate 
placed the total assets of all legal 
reserve life insurance companies in the 
United States at $68.5 billion, a new 
high and an increase of approximately 
$414 billion during the year 1951. 

The support of the defense program 
by the life companies was reflected in 
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the increased purchase of industrial 
bonds by the companies. These bonds 
increased approximately $2 billion to 
an estimated total of $11.5 billion, re- 
taining their place as the largest bond 
holdings of the companies. 

Despite the passage of legislation in 
New York State permitting life insur- 
ance companies to broaden their ac- 
quisition of common stocks under 
specific restrictions, Dr. O’Leary re- 
ported that only $109 million of com- 
mon stocks moved into the portfolios 
of life insurance companies during the 
first nine months of the past year. In 
a comparable period the year before, 
$144 million was recorded. 

Discussing the general investment 
activities of the life insurance com- 
panies during 1951, Dr. O’Leary said: 
“Assets increased by almost $4.5 bil- 
lion in 1951 but this was not sufficient 
to provide all the funds required by 
home buyers and business enterprises 
in the form of mortgages, bonds, and 
stocks . . . all told, increases (in bond 
and stock purchases) totaled $6.9 bil- 
lion, or $2.4 billion more than the in- 
creases in all assets. The necessary ad- 
ditional funds were obtained from 
liquidation of United States Govern- 
ment securities.” 

The report showed holdings of 
United States Government securities of 
life companies were approximately $11 
billion at the year-end as against ap- 
proximately $13.5 billion in 1950. 


OUTTA ALU A 


Institute Officers 


Sy following officers were elected 
at the 13th annual meeting of the 
Institute of Life Insurance: 

Chairman of the Board: Robert E. 
Henley, president, Life Insurance Co. 
of Virginia. 

Institute President: Holgar J. John- 
son (re-elected). 

Board of Directors: W. Howard 
Cox, president, Union Central; H. W. 
Brower, president, Occidental Life of 
Virginia; George L. Harrison, chair- 
man, New York Life; S. J. Hay, pres- 
ident, Great National; Ronald G. 
Stagg; Leland J. Kalmbach, presi- 
dent, Massachusetts Mutual. 

Executive Committee: Paul F. 
Clark, chairman and president, The 
John Hancock: Edmund Fitzgerald, 
president, Northwestern Mutual; 
Peter M. Fraser, president, Connec- 
ficut Mutual; Carrol M. Shanks, pres- 
ident, The Prudential; Frederick W. 
Hubbell, president, Equitable of 
lowa; James A McLain, president, 
Guardian Life of America; George 
W. Bourke, president, Sun Life of 
Canada. 
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Table 1. Investments, By Classes, 1948-1951 
All United States Legal Reserve Life Insurance Companies 
(000 omitted in all dollar amounts) 




















Estimated 

December 31,1948 December 31,1949 December 31,1950 December 31, 1951 
Amount % of Amount Bd of Amount # of Amount of 
Outstandi Total Outstandi otal Outstandi otal Outstandi otal 

Bonds-U. S. Government.......... $16,746,3 30.2 $15,290, 25.6 $13,459,21 21.0 $11 16.1 
State, County and Municipal 871,442 1.6 1,052,336 1.8 1,151,452 1.8 1,200,000 1.8 
*Canadian Government... . . 1,446,877 2.6 1,450,099 2.4 1,430,879 2.3 1,503,000 2.2 
*Other Foreign Government. 20,198 0 20,017 0 24,065 0 22,000 .0 

Total Government......... 19,084,896 34.4 17,812,832 29.8 16,065,607 25.1 13,775,000 20.1 
Railroad........ piaaniade 3,002,438 5.4 3,016,604 65.1 3,1 5.0 3,275,000 4.8 
Public UUily.............. 8,740,986 15.7 9,764,502 16.4 10,587,188 16.5 11,200,000 16.4 
Industrial and Misceilaneous 7,150,546 12.9 8, 14.6 9, 14.9 11,500,000 16.8 

re coestets Savard egies oe 37,978,866 68.4 39,274,332 65.9 39,365,628 61.5 39,750,000 58.1 
SI ann oo cin da cccscks 99,651 2 104,003 _ 128,211 | 126,000 2 
a coiien wan 6eien 371,967 of 512,455 9 671,589 1.1 750,000 1.1 

i eeeiweacideuatewaat 1.7 1,101,176 1.8 1,303,258 2.0 1,475,000 82.1 
BR dertncanks in agate 1,428,458 2.6 1,717,634 2.9 2,103,069 3.3 2,350,000 3.4 
Mortgages-Farm................. 989,904 1.8 1,137,559 1.9 1,327,428 2.0 1,525,000 2.2 
etichibesnntacee 9,843,406 17.7 11,768,342 19.7 14,774,580 23.1 17,950,000 26.2 
ae A 10,833,310 19.5 12,905,901 21.6 16,102,008 25.1 19,475,000 28.4 
EE ae ee eee 1,054,612 1.9 1,246,779 2.1 1,444,586 2.2 1,650,000 2.4 
Policy Loans and Premium Notes.. 2, 3.7 2,239,649 3.8 2,413,330 3.8 2,600,000 3.8 
eR eit , 1.6 907,740 1.5 1,005,142 1.6 1,025,000 1.5 
Other Admitted Assets............ 1,249,954 2.3 1,337,506 2.2 1,585,933 2.5 1,650,000 2.4 
Total Admitted Assets........ .. 85,511,882 100.0 59,629,541 100.0 64,019,686 100.0 68,500,000 100.0 





* Includes all political subdivisions. 
The above data represent statement values compiled by the Institute of Life Insurance and the Life insurance Asso- 


ciation of America from the following sources: 
1 1949, 1950—compiled from The Spectator Insurance Year Book—Life Editions—and from company reports 


948, 
with sub-classifications estimated. 
1951—preliminary estimates based on actual records to October 31 of about 130 a og which, at the end of 


of 1950, held about 96% of the total admitted assets of all United States legal reserve co: es. 
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Table 2. Net Increase In Investments, 1949-1951 


All United States Legal Reserve Life Insurance Companies 
(000 omitted in all dollar amounts) 











1951 
1949 1950 (Estimated) 
Railroad Bonds te AS et AAR pet Aa CO Oe P $ 14,166 $ 170,360 $ 88,036 
Public Utility Bonds { bine 1,023,516 822,686 612,812 
Industrial and Miscellaneous Bonds . 1,529,848 845,475 1,974,131 
rs oa ss - } 289,176 385,425 246 941 
ae Loans 2,072,591 3,196,107 3,372,992 
Real Estate. . 192, 167 197,807 205,414 
Policy Loans and Premium Notes 182,745 173,681 186,670 
Total Private............ is 5,304,209 5,791,541 6,686,996 
U. S. Government Bonds... . 1,455, 999 —1,831, 169 —2,409,211 
Other Government Bonds... ; 183,935 83,944 118,604 
Total Government Bonds. . —1,272,064 —1,747,225 —2,290,607 
Cash and Other Assets. 85,514 345,829 83,925 
Increase in Assets. ; : 4,117,659 4,390,145 4,480,314 
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Table 3. Acquisitions Of Investments—1950 and 1951 
All United States Legal Reserve Life Insurance Companies 
(000 omitted in all dollar amounts) 














First Nine Months 
Year 1950 1950 1951 Net 

SEE TEE AOR CD ... $ 311,000 $ 268,000 $ 214,000 $ —54, 
Public Utility Bonds) sss -... 1,585,000 1,228,000 711,000 —517,000 
Industrial and Miscellaneous Bonds................ 1,795,000 1,194,000 2,172,000 978, 000 
ere e cc Sabkdas camackcaes 470,000 367,000 203,000 —164,000 
Tie a, cage cena Lee 4,898 . 000 3,318,000 4,022,009 704 000 
pt aa aii eal 256 , 000 179,000 166,000 —13,000 
Policy Loans and Premium Notes.................. 518, 000 391,000 414,000 23,000 
i oe ee aa 9,833,000 6,945,000 7,902,000 957,000 
U. S. Government Bonds.......................... 2,019,000 1,085, 000 6,313,000° 5,228,000 
Other Government Bonds......................... 366 000 296 000 318,000 22000 
Total Government Bonds... .. _. 2,385,000 1,381,000 6,631,000 5,250,000 
Total Acquisitions..................... i 12,218,000 8,326,000 14,533,000 6,207,000 


* Includes $2.9 billion of 234 percent Treasury Investment Series B bonds of 1975-80 which were acquired in exchange 
for 214 percent Treasury bonds of June and December 1967-72. 
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Table 4. Investments and Reserves, By United States Divisions— 
1949 and 1950 


(For 49 Companies Representing 88.3% of the Admitted Assets of All 
U. S. Legal Reserve Life Insurance Companies at the End of 1950) 


(000 omitted in all dollar amounts) 


Investments * 
Division 1949 1950 

New land... .. $2,602,575 $2,557,624 
Middle Atlantic. . 11,175,064 11,454,719 
East North Central 9,591,623 10,044,994 
West North Central 4,115,516 4,338,082 
South Atlantic... .. 5,835,389 6,356,025 
East South Central . . 2,677,768 2,827,665 
West South Central. 4,720,597 5,317,557 
Mountain... .... 1,513,715 1,744,022 
Pacific 4,869 , 388 5,542,173 
Territories and Possessions 100, 308 112,549 
United States 47,201,943 50,295,410 
Canada and Other Foreign. . 2,521,828 2,669,910 
Not Allocated . 3,144,686 3,547,457 
idan: toeckdanes 52,868,437 56,512,777 








Reserves 

Increase 1949 1950 Increase 
$ —44,951 $3,913,395 $4,113,178 $ 199,783 
279,655 15,096,993 16,011,637 914,644 
453,371 10,448,463 11,083,921 635,458 
222,566 3,933,799 4,154,350 220,551 
520,636 3,860,932 4,129,458 268 ,526 
149,897 1,421,988 1,505,154 83,166 
596 , 960 1,788,190 1,926,443 138 , 253 
230,307 961,923 1,039,518 77,595 
672,785 3,817,038 4,075,291 258 , 253 
12,241 102,672 117,637 14,965 
3,093 ,467 45,345,393 48,156,587 2,811,194 
148,082 927,126 980 , 782 53,656 
402,791 120, 120,645 531 
3,644,340 46,392,583 49,258,014 2,865,431 


* Distribution of investments is in accordance with the geographic location of the properties securing the investments 
with United States government bonds allocated on a population basis. . 





The December sessions of the Life 
Association marked the 45th annual 
meeting of that group. Addresses were 
delivered by Senator Everett M. Dirk- 
sen (R.), Illinois; M. Albert Linton, 
president, Provident Mutual, and re- 
tiring president of the Association; 
Allan Sproul, president, Federal Re- 
serve Bank of New York; and Arthur 
Hays Sulzberger, publisher, New York 
Times. (Cite reference above.) 


Tables Shown 


Investment tables 1 to 5 were taken 
from the annual investment report of 
the Life Association’s Dr. James J. 
O'Leary, director, investment research. 


—— 


Institute Meeting 


At the 13th annual meeting of the 
Institute of Life Insurance, Arthur C. 
Daniels, executive assistant, reminded 
his audience that the life companies, 
through the Institute, are making siz- 
able investments to build with the 
public an understanding of the life 
insurance business and an appreciation 
of the social and economic contribu- 
tions that life insurance makes to the 
nation. Mr. Daniels reviewed the efforts 
of each department of the Institute on 
the basis of publics reached. 

Addresses were also delivered by 
Frederick W. Hubbell, president, Equi- 





INSTITUTE CHAIRMAN: Robert E. Henley (left), president, Life 
of Virginia, newly elected chairman of the board of the Institute of 
Life Insurance, and Frederick W. Hubbell, president, Equitable of 


Iowa, retiring chairman of the Institute at the 13th annual meeting. 
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table of Iowa and past chairman, In- 
stitute of Life Insurance; Holgar J. 
Johnson, president, Institute of Life 
Insurance; Edmund Fitzgerald, presi- 
dent, Northwestern Mutual; Roy E. 
Larsen, president, Time, Inc. 


Benefit Reporting 


A system of reporting on benefit pay- 
ments to families of persons involved 
in disaster was set up by the Institute 
of Life Insurance, in cooperation with 
the International Claim Association. 
Letters were sent to all member com- 
panies of the Claim Association and to 
additional life companies, requesting 
some initial data concerning benefit 
payments made in connection with re 
cent railroad disasters and asking for 
their readiness and cooperation in the 
event of future disasters. 


Company Notes 


Elected president, The Manufactur- 
ers Life, J. H. Lithgow . . . He was 
formerly vice-president and _ general 
manager ... Mr. Lithgow succeeds the 
late M. R. Gooderham . . . The follow- 
ing elections took place at The Pruden- 
tial: John G. Jewett, vice-president in 
charge of the company’s mortgage loan 
and real estate investment department; 
Charles Fleetwood, vice-president in 
charge of all of the company’s south- 
western operations; Kerby H. Fisk, 
vice-president, company bond _invest- 
ments. 

Leroy A. Lincoln, board chairman, 
Metropolitan Life, was named “Man of 
the Year in Life Insurance” by the 











Table 5. Net Investment Earn- 
ings, Mean Ledger Assets 
(Adjusted), and Ratio of 
Earnings to Assets, 1930- 
1950 
(For 49 Companies Representing 
88.3% of the Admitted Assets of All 


U. S. Legal Reserve Life Insurance 
Companies at the End of 1950) 


(000 omitted in all dollar amounts) 


Rate of Invest- 
ment Earnings to 
Mean Ledger § Mean Ledger 
Investment Assets Less 1 Assets Less ‘4 
ings Investment Investment 
Year (Less expenses) Earnings Earnings 
1930 $ 781,257 $15,526,960 5.03% 
1931 821, 108 16,696 ,597 4.92 
1932 814 ,006 17,512,596 4.65 
1933 767 ,023 18,026,140 4.26 
1934 731,544 18,756,404 3.90 
1935 732,644 19,888 , 360 3.68 
1936 787,851 21,255,121 3.71 
1937 833 , 406 22,646,349 3.68 
1938 856 , 105 23,962,176 3.57 
1939 891,950 25,224,169 3.54 
1940 912,443 26,543,477 3.44 
1941 947,671 27,925,069 3.39 
1942 1,004,774 29,573,631 3.40 
1943 1,047,915 31,810, 167 3.29 
1944 1,096,211 34,456,498 3.18 
1945 1,152,896 37,344,077 3.09 
1946 1,174,122 40,348,821 2.91 
1947 1,242,628 43,288,300 2.87 
1948 1,364, 707 46 357,348 2.94 
1949 1,492,342 49,458 , 738 3.02 
1950 1,617,227 52,699, 709 3.07 
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Life Association Officers 


The following officers were elected 
at the 45th annual meeting of the 
Life Insurance Association of Amer- 
ica: 
President: George L. Harrison, 
chairman, New York Life. 

Board of Directors: M. Albert Lin- 
ton, president, Provident Mutual; 
Morton Boyd, president, Common- 
wealth Life; Charles G. Taylor, Jr., 
president, Metropolitan Life; Claris 
Adams, president, Ohio State Life; 
Leland J. Kalmbach, president, Mas- 
sachusetts Mutual; James A. McLain, 
president, Guardian Life of America. 


PULL LLL LEUNUMOONEAUALDAAAANLULOULEUUEUUUANSUEAROONNNU ELEN 





Life Managers Association of Greater 
New York at the Association’s annual 
dinner in December. 

Metropolitan Life appointments: Nor- 
man Carpenter, 2nd vice-president, ad- 
ministration of city mortgage loans; 
Louis G. Buisson, 3rd vice-president, 
city mortgage loans; George E. Wal- 
ton, associate general counsel; John 
H. Beatty, assistant vice-president, co- 
ordination; Henry H. Bellinger, assis- 
tant general counsel; Don C. Buell, 
assistant vice-president, group sales di- 
vision; Milton A. Ellis, assistant vice- 
president, insurance relations; George 
P. Jenkins, assistant vice-president, 
bond and stock investments; Earl R. 
Trangmar, assistant vice-president, field 
management; Fred Ulmer, assistant 
vice-president, group sales division; 
Frank C. Lowe, 3rd_ vice-president, 
housing projects. 








CELEBRATION: Sun Life President Stanford Z. Rothschild con- 


gratulates leaders of company’s month-long production campaign 
at Washington organization’s 25th anniversary. An anniversary 
loving cup was presented to Norman Barbour (standing, extreme 
right), manager of Washington two, the office which led the city. 


The Guardian Life of America has 
appointed Herman H. Bijesse assistant 
secretary; John A. Buckley, Jr., sales 
promotion director; George L. Zevnik, 
assistant to the vice-president. 

George W. Wells, formerly vice- 
president, Northwestern National, was 
elected acting president following the 
resignation of Roland G. Stagg . . 
Dr. D. Sergeant Pepper joined The 
Connecticut Mutual as assistant medi- 


cal director. 


The following promotions took place 
at The Connecticut Mutual: Michael C. 
Dolak advanced to _ vice-president; 
H. Martin Tenney to 2nd vice-presi- 
dent, investments; David R. McIlwaine 
to financial secretary; Gaylor C. Weir 
to financial secretary; and Edwin F. 
Schwobel to supervisor, bond portfolio. 

A total of $256,598,560 was paid for 
in The Connecticut Mutual last year. 
... This represents an increase of $15,- 
713,796 over 1950. . . . Life insurance 





SALES EXECUTIVE: Leland F. 
Lyons, CLU, was appointed assis- 
tant vice-president, New York Life. 
He will be in charge of group sales. 


ADV ANCEMENTS: John G. Jewett (left) was recently elected vice 
president in charge of The Prudential Insurance Co.’s Mortgage 
Loan and Real Estate Investment Department. Kerby H. Fisk 
(right) is the new vice-president in charge of bond investments. 
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in force now totals approximately 
$2,272,000,000—a gain of $160,000,000 
over the preceding year. 

A general salary increase for perma- 
nent home office employees was granted 
by the United States Life. . .. Amounts 
are based on employee grades under 
the company’s job evaluation plan, 
ranging from $3.00 per week for junior 
employees to $200 a year at senior 
levels. 

Fidelity Mutual’s new paid volume 
of business in 1951 was greatest in the 
73 years of the company’s history. . . . 
The total of $74,742,598 of new paid 
was 7% greater than in 1950... . The 
average policy is now $6,943. 

New paid business in The Lincoln 
National totaled more than $725 million 
in 1951, a gain of more than $53 mil- 
lion over the amount reported for 1950. 
. . « Insurance in force gained more 
than $412 million during the year to 
a total of more than 4% billion. 

W. C. McCord has resigned as presi- 
dent and director of Southland Life. . . . 
John W. Carpenter, chairman, South- 
land Life board of directors, was 
elected president of the company... . 
Mr. McCord announced the sale of his 
stock interest in the company to a 
group of investors, the transaction in- 
volving 28,000 shares for a considera- 
tion of $1,400,000. . . . Southland Life 
now has active field organizations in 
eight states and the District of Colum- 
bia with over $700 million insurance in 
force owned by almost three-quarter 
million policyholders. It’s assets 
amount to approximately $150 million. 








% PENN MUTUAL 
. 1847 





LIAA PRESIDENT: George L. Harrison (left), chairman, New 






















































































PAN-AMERICAN HONOR: New Orleans Mayor de Lesseps S. 
Morrison presents to senior officers* of Pan-American Life a proc- 
lamation proclaiming the week of January 6th as Pan-American 
Life Building Week in New Orleans. Dedication was on January 7. 


. The company was organized in 
1908 and is now among the 50 largest 
life insurance companies in the United 
States. 

New life insurance aggregating 
$126,341,391 in 1951, was sold by the 
National Life of Vermont, the second 
largest annual volume in the company’s 
history . . . The 1951 sales represent 


York Life, and newly elected president of the Life Insurance Asso- 
ciation of America, greets M. Albert Linton, president, Provident 
Mutual, and retiring president of L.I.A.A., at the annual meeting. 
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a gain of 20 per cent in new premiums 
and 5.44 per cent in new insurance 
compared to 1950 . . . Insurance in 
force at the year’s end totaled $1,220, 
252,641, an increase of $82,008,800 
compared to the 1950 total. 

For the sixth consecutive year, Jeffer- 
son Standard’s paid for business ex- 
ceeded the 100 million dollar mark in 
1950 . . . Paid business amounted to 
$127,150,721 . . . Total insurance in 
force on December 31 was $1,038,906, 
186, a gain of $71,413,664 over the 
preceding year. 

More than $196,000,000 of new life 
insurance was placed during the year 
with the Pacific Mutual, a substantial 
gain over 1950 . . . Increase in insur 
ance in force during the year was 
$141,000,000 which is 36% greater 
than the 1950 increase . . . This gain 
brings total insurance in force at the 
close of 1951 to $1,208,000,000—an 
all-time high for the company. 

Phoenix Mutual has announced that 
it will underwrite brokerage business 
from established insurance agents and 
is also liberalizing its requirements 0 
surplus line business from regular 
agents of other companies. 

John E. Mangrum was elected 4 
vice-president of Southland Life. 





*(L. to R.) F. W. Gleason, vice-president 
and secretary; de Lesseps S. Morrison, 
mayor of New Orleans; Dr. Edward G. 
Simmons, executive vice - president; 
Crawford H. Ellis, president; Dr. Marion 
Souchon, vice-president and medical di- 
rector; John Y. Ruddock, vice-president 
and actuary. 
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Back across 
the years... 


National Life 
began business 
in 1850 just after 
the first railway 
came to Vermont. 
Of all the legal 
reserve life insur- 
ance companies 
now doing business in this country, only eight 


were organized before National Life. 





Dr. Dewey’s mortar 
and pestle are still 
preserved in the 
Montpelier home 


office of the 


company. 


The soft light of a candle . . . the scratch of 
a quill — National 
Life’s one-man 
accounting depart- 
ment in the first 
year of business. 
Since then Nation- 
al has paid over 
$625,000,000.00 
to beneficiaries 


and policyholders. 












Dr. Julius Y. Dewey, a founder of National 
Life, sold life insurance from his saddlebags 


as he made his round of 







patients. He was the father 
of Admiral George Dewey 
of Manila 
Bay fame. 


National Life’s first safe, a salamander safe, 
so-called. Small, but it probably could have 
held the total assets of 
the company at the end 
of the first year of busi- 
ness— $103,713. Today, 
National Life is twenty- 





first in size in the country 
with assets of over $452 


million. 
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a Vermonter who died 





in the gold rush to California. 


Now over 200,000 policyholders... over 
a billion dollars of insurance in force... 
over a century of service to the nation... 
Solid as the Granite Hills of Vermont. 





Insurance Company - <ansunmeas VERMONT 
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By KENILWORTH H. MATHUS 
The Idea Man 





EDITOR’S NOTE: “Much in small 
space” was our suggestion to Ken 
Mathus, author of this new regular 
Spectator feature. We think you'll 
agree that he’s come through for our 
readers on that score; we hope that you 
yourself will find here each month one 
or more of these “Briefings” that you 
can put to work for you. 

Mr. Mathus, now on the staff of Printers’ 
Ink (“The monthly magazine of adver- 
tising, management and sales”), writes 


from an insurance background of more 
than 20 years, in fire, life, casualty and 
surety lines, including experience as au 
insurance salesman himself. 

His capsule comments for you draw on 
this experience. In addition, he will 
interpret for SpecTATOR readers sales 
and promotional devices of general 
business that you can apply in your own 
daily work. Look for these “Briefings” 
every month as soon as the SpecTATOR 
reaches your desk. 


PPPPIPLLLI LD LOL ILDLDLLLL LLL ODLOD LL CLO DLO DD DDL DD ODP OD ODD DDO D DDD DDO DD OD DOD OO? 


Prophecy for 52: More insurance men 
will undersell the prospect than over- 
sell him. . . . Arman J. Gariepy, inter- 
national sales trainer, described an 
“average” man thus, with the aid of a 
simple vertical bar chart headed “best” 
at the top and “lousiest” at the bottom: 
“He the best of the lousiest and the 
lousiest of the best.” ... Another way 
of putting the same thought is that the 
so-called average man is just as far 
from the top as he is from the bottom. 
. . . February normally a good month 
for engine and machinery. . . . What is 
the one best production-getter in this 
business? My vote would go to con- 
centrating on the development of ac- 
counts, rather than mere policies for 
peoples or firms. . . . All your client's 
insurance should be placed in one 
(your) agency; have you a definite 
program and list of convincing reasons 
why it is to his interest to do so? ... 
Here are some reasons you can suggest: 
You can give broad coverage; avoid 
overlapping; give most preferred treat- 
ment possible; assume overall respon- 
sibility for his risks and dangers; 
schedule expiration dates properly; 
arrange premium financing more simply 
and readily; effect savings; simplify 
the whole insurance set-up and add to 
his convenience. . . . Making surveys, 
starting with personal or fairly simple 
commercial ones, is a good process of 
self-education for the insurance sales- 
man himself. . . . That $15,000 house 
you covered for $12,000 some years ago 
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would cost perhaps $27,500 today, 
should correspondingly be insured for 
$30,000 today. Is it? Did they? Did 
you? ... The advantage of having a 
street floor office, according to a State 
of Washington insurance man, is that 
many of his clients call on him... . 
Yet another insurance man in a small 
Pennsylvania town actually experiences 
a sort of hurt feeling when a strange 
prospect walks into his office. Feels it’s 
a reflection on his own system of con- 
tacts; he should have called on the 
prospect himself long ago! . . . Your 
human being may falter, fail; not a 
fidelity bond. 


* * # 


LIFE LINES: What are you going to 
bring your prospect today? An idea— 
new, helpful, simplifying, sure? Dat’s 
all you’ve got to sell, brudder. . . . 
Want helpful data on _ retirement 
angles? Get these three books: “How 
to Retire and Enjoy It,” by Ray Giles 
(McGraw-Hill); “How to Retire to 
Florida,” by George and Jane Dusen- 
burg (Harper); and “How to Retire 
to California,” by Aubrey Drury 
(Harper). . . . Did you ever stop to 
think that there are at least seven clear- 
cut ways to increase your personal in- 
come in life insurance selling? As for 
Interviews, make them (1) Better— 
improved closing percentage (2) 
Shorter—less time consumed (3) More 
—less time between interviews and 
higher ratio to “calls” made. As for 
Amounts, make them (4) Larger. As 
for Premiums, these can be (5) Higher 
(6) Annuals (7) Prepaid. . .. Then 
there’s the matter of conservation and 
persistency, with nice little renewals 
rolling in, and many other avenues to 


greater earnings for you, yourself. Add 
to this basic list all you can. Then 
(a) determine where you're strongest 
and weakest and (b) make up your 
mind that you’re definitely going to 
show improvement in certain phases 
which you feel you can most readily 
tackle. 

* * * 
PROMOTION POINTERS.—Give 1952 
a chance to be your best year yet... . 
87% of purchasing agents surveyed by 
Purchasing magazine consider visual 
presentations more interesting and help- 
ful than “conventional” sales _inter- 
views. . . . An Oklahoma insurance in- 
surance office, each Fall, co-sponsors in 
the local paper, a weekly contest to 
pick the winner in the week’s forth- 
coming football game. Ad of the agency, 
along with those of other co-sponsors, 
surrounds the main display panel of 
the contest-ad itself. . . . Don’t forget 
an important corollary benefit when 
you advertise. Not only do you attract 
and “soften up” possible new clients, 
but you’re keeping your present ones 
sold on the coverage they now have. 
A California agent stresses constant 
repetition of a single simple theme in 
all his local advertising—“John Jones 
Sells Insurance, John Jones Sells In- 
surance, John Jones Sells Insurance.” 
... You know what I'd do? Id forget 
all about sending Christmas cards to 
my clients (too much competition) and 
concentrate on birthday greeting cards 
(that’s when a man really appreciates 
a friendly greeting). . . . Unusual type 
of (low cost) advertising of an Ohio 
insurance office takes the form of an 
attractive horse blanket, awarded each 
year by the agency to winner of one of 
the county fair races. Blanket has name 
and address of agency emblazoned in 
large felt letters on each side. As the 
winning nag is paraded around the 
course, wearing the blanket, name of 
agency impressed on consciousness of 
thousands of local spectators. . . . A 
Connecticut insurance man arranged 3 
simple but attention-compelling exhibit 
at a trade show in his town. An iron 
and ironing board was set in front of a 
large wall panel, on which were dis- 
played several wrinkled and crumpled 
insurance policies. At the top of panel 
was a large sign, “Let Us Iron Out the 
‘Wrinkles’ in Your Insurance.” At- 
tendants at the booth were kept busy 
answering questions from passersby. 

* * * 

MARKET POTENTIALS. One estimate 
states that some 85% of the piate 
glass in this country still awaits the 
“protective custody” of an alert in- 
surance man... . Auto liability: Don't 
overlook those in the lower income 
groups. They need to be sold, and 
need to be sold . . . Public liability: 
Easier to sell this to a man if he 


already has auto liability . . . Group: 
If your prospect has the “self insur 
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Defense Advisers 


Businss experts comprising the Board 
of Insurance Advisors to the Director 
of Insurance, Office of the Secretary of 
Defense, recently completed one year 
of service to the Government on ques- 
tion of property and casualty coverage. 

The five-man board met with Thomas 
L. Kane, Director of Insurance, 13 
times during the year to discuss action 
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on such topics as the National Defense 
Projects Rating plan for insured con- 
tracts. In spite of heavy demands on 
their time and energy, the advisors 
established an impressive attendance 
record and are credited with substan- 
tial contributions to sound relationships 





between the Government and insurance 
companies. 

Members of the board include (left 
to right in cut below) Reese F. Hill, 
of New York; W. Ellery Allyn, of Hart- 
ford and Waterford, Conn.; Mr. Kane; 
William F. Lund, of Pittsburgh (who 
has died since this picture was taken) ; 
Clayton G. Hale, of Cleveland; and 
Ralph H. Blanchard, of New York. 


Respiration 
IRST-AID instruction given to 
miners and other persons in min- 
erals industries now includes the back- 
pressure, arm-lift method of artificial 
respiration tested by such organiza- 
tions as the American Red Cross. 
Bureau of Mines decided to adopt 
this type of manual respiration, known 
as the Holger Nielsen method, after 
lengthy conferences with the Red Cross, 
National Research Council, Defense 
Department, and other agencies. It is 
on the list of subjects taught by Bu- 
reav first-aid instructors and will aug- 
ment, rather than replace, the widely- 
used Schaefer or Silvester methods. 
One advantage of the Nielsen tech- 





The Board of Insurance Advisors to the Director of Insurance 
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By RAY M. STROUPE, Washington Bureau 


nique, according to medical personnel, 
is that it can be applied easily to a 
heavy victim by a relative lightweight, 
and is less tiring than other methods. 


Marine Protest 


CHOES of earlier complaints by 

U. S. insurance firms, displeased 

by practices involving coverage on ship- 

ments of American materials to foreign- 

aid recipients, were heard when a State 

Department official conferred with a 
Chamber of Commerce group. 

The official was Willard L. Thorp, 
Assistant Secretary for Economic Af- 
fairs; the group was a subcommittee on 
commercial treaties, headed by J. Harry 
LaBrum of Conlen, LaBrum, & Beech- 
wood, Philadelphia. 

Mr. LaBrum charged that, while free- 
dom of U. S. companies to carry on 
insurance operations abroad is an essen- 
tial element of foreign assistance, there 
is continuing and growing discrimina- 
tion against these firms. Specifically, 
his subcommittee said, foreign states 
are insisting that marine insurance on 
their imports and exports be placed 
with their domestic companies. In ad- 
dition, the group continued, the same 
countries make it difficult for U. S. 
firms to obtain licenses to operate on 
an equal footing with domestic insurers. 

State Department understands that 
these problems exist and is in sympathy 
with the position of American firms, 
according to Mr. Thorp. He told the 
subcommittee, without outlining a spe- 
cific plan of action, that the department 
would do what it could to improve the 
U. S. position. 

Significantly, Mr. Thorp did not 
promise any greater degree of success 
in this field than has been recorded in 
a number of other areas where govern- 
mental negotiation has been attempted. 


Commission Freeze 


EARLY all insurance agents will 
find their earnings were affected 
by Salary Stabilization Board Regula- 
tion 5, issued early in December. In 
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general, this order froze commission 
rates at the level in effect on Jan. 25, 
1951. 

Only those rate increases which would 
correct inequities or reduce actual hard- 
ship are allowable. This restriction is 
not confined to the insurance business, 
nor does the regulation pertain to self- 
employed agents or unionized industrial 
life agents. Earnings of the latter 
group are subject to regulations pre- 
pared by Wage Stabilization Board. 

Both the Wage and Salary boards 
have agreed unofficially to conduct a 
continuing review of all insurance cases 
brought before them. Petitions for re- 
lief from income restrictions are to be 
considered on their individual merits. 


Life Taxation 
OUSE Ways and Means and Sen- 


ate Finance Committee are ex- 
pected to adopt a “let’s get it over 
with” attitude the next time the question 
of a permanent taxation formula for 
life insurance companies is presented. 
During the 1951 taxable year, the 
firms were taxed up to 6% per cent 
of investment income, though companies 
failing to earn 105 per cent of their 
reserve interest requirements were af- 
forded special tax credit. This method 
could be, but apparently won’t be, ex- 
tended temporarily by legislation. 
What the lawmakers want to settle 
is whether the sole basis for the tax 
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Right outside the front door of almost every city or suburban 
home is something that becomes a dangerous liability hazard 
in cold weather . . . the sidewalk. In most states, pedestrian 
falls on icy or snow covered pavements will cause an epidemic 
of damage suits this winter. It happens every year, frequently 
to families who are uninsured. At only $13.50 a year, will 


a $50,000 Comprehensive Personal Liability Policy protect 
every one of your clients—not only during the “fall” season 
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should be net investment income. Some 
consideration will be given to comput- 
ing tax on total underwriting income, 
as Treasury Secretary John Snyder rec. 
ommended early in 1950. It is prob- 
able that the Treasury chief will present 
this suggestion to the interested com- 
mittees again this year. 

During the recent Congressional re- 
cess, the professional staff of the Joint 
House-Senate Committee on Internal 
Revenue Taxation studied another pos- 
sible approach—that of a net premium 
tax. Results of this between-sessions 
study, it is predicted, will carry con- 
siderable weight with committeemen 
who have been confronted by the de- 
finitive-formula problem since 1947. 

An additional problem surveyed by 
the professional staff has been the ques- 
tion of taxing stock and mutual life 
companies on the same basis. One com- 
pany, Acacia Mutual Life, has recom- 
mended repeatedly that mutuals be kept 
on the net investment income basis, and 
that all income of stock companies be 
taxed. 


Other Taxes 
A directed by the Finance and 


Ways and Means groups was a 
study of the relationship between tax 





structures of stock and mutual fire and 
casualty companies. While results of 
this inquiry are important, precedence 
will be given to measures involving life 
firms. 

Recently, Treasury Department has 
appeared satisfied with the amount of 
revenue paid by mutual companies. 
This contrasts with the departments 
recommendation in 1942 that mutuals 
be taxed in the same manner as stock 
companies. 

Indications are that the stock-mutual 
question will be brought up again this 
year, and the committee staff has sought 
to arm itself with some suggestions for 
the solons. Staff employees endeavored 
to view all aspects of the problem, in- 
cluding the advisability of using the 
present mutual formula for taxing stock 
companies. 


Fire Prevention 


EVERAL agencies, private and gov- 

ernmental, have been making pub- 
lic their continuing efforts to reduce 
the danger of greater annual fire Josses 
under peacetime or war conditions. 
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One of the interested groups is the 
agricultural committee of the National 
Fire Waste Council. The committee 
gave particular attention, in a recent 
Washington meeting, to the serious need 
for protecting agricultural products as 
well as farm buildings and machinery 
against loss through burning. 


And Fire Fighting 


HAIRMAN of the group is Dennis 

C. Smith, assistant manager, farm 
department, The Home Insurance Com- 
pany of New York. Mr. Smith said the 
“tremendous contribution that agricul- 
ture will make to our defense effort” 
adds to the importance of preventing 
destruction by fire of vitally-needed 
farm products. 

In the military field, the Air Force 
has moved to control fires at its bases 
here and abroad by contracting to buy 
from Marmon-Herrington Company sev- 
eral hundred special crash trucks. 
These new-type vehicles, Model O-10, 
were designed for use in temperatures 
ranging from tropic heat to arctic cold. 

One of the equipment features is a 
high-velocity, large-volume air foam 
nozzle, supplied with pressure by a sep- 
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arate motor within the truck and con- 
trolled from inside the cab. 

To meet possible wartime needs, the 
Federal Civil Defense Administration 
advocates standardized training and a 
“considerable amount” of standardized 
equipment for the nation’s fire depart- 
ments. In a new FCDA publication, 
“Fire Services,” the agency states that 
even the highly-efficient individual fire 
departments would have difficulty in 
working together if they had to pool 
their facilities. 

For this reason, “Fire Services” main- 
tains, there should be stress on coopera- 
tion and coordination in planning to 
meet unorthodox situations, such as 
might result from sudden air attacks. 
The need for joint planning, FCDA 
officials say, is as essential as the obvi- 
ous requirement for additional _fire- 
fighters and stocks of modern equip- 
ment. 

Nucleus of the civil defense fire ser- 
Vices is the organized fire department. 
This country has about 16,000 of these. 
In the 900 with permanent duty staffs 
are 92,000 full-time trained firemen. 
This number is supplemented by part- 


time firemen, volunteers, and fire teams 
maintained by industrial plants. 

Emergency use of these forces is 
partially determined at three levels— 
Federal, state and local. The FCDA 
develops broad-scale plans and policies, 
and issues technical and educational 
material. Each state can determine the 
exact composition of its own fire service 
organization, within limits. 

Principal limitation, according to 
“Fire Service,” is that a “reasonable 
degree” of uniformity must be main- 
tained to facilitate mutual assistance 
and inter-state support. 


Such assistance would comprise the 
exchange of fire-service aid between 
communities in or near areas of enemy 
attack. This aid is voluntary and fol- 
lows prearranged plans and agreements 
made on the state and local levels. 

Much important aid would be in the 
form of mobile support, provided by 
fire, police, health, and sanitation teams. 
These, on direction of a designated 
civil defense director, would move into 
a stricken area to supplement or re- 
place local services. In an emergency, 
these teams may be directed to cross 
state lines to give help. 








protection. 





The wise old owl says: 





“Each minute begins a new day 
... each year begins a new life.” 


January is a completely new beginning for 
everyone. The events of the past year have made us see 
our ideals more clearly...and we understand more 
thoroughly what we want of life. This is the month 
to be proud of past accomplishments... and yet look 
ahead and plan for the future. Better still... this is the 


time to actually prepare for the future. 


SOUTHLAND LIFE’s many phases of insurance are 
made available through liberal brokerage 
agreement to your policy- 
holders for their personal 


John W. Carpenter, President Home Office, Dallas 
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By ERVIN L. HALL 


Partner, Davis and Hall Investment Management 


investments 


MANAGED MONEY AND YOUR FREEDOM 


ANY of our freedoms are taken 

for granted, and from such as- 
sumptions we may gradually lose that 
which we most cherish. A discussion 
of money rates may not invoke the 
thought of freedom, but the right to 
invest our money at the best available 
rate is certainly one of the privileges 
of a Democracy. We assume we can 
invest our money as we please, yet 
the control of money rates by either 
government or powerful financial in- 
terest at any time will negate that as- 
sumption. A little over a year ago when 
the government was pegging the gov- 
ernment bond market, a limit was 
placed on our freedom of action. It 
may have been pleasant to have a floor 
under the price of governments, but it 
was dangerous, as subsequent events 
proved, to have such power exercised. 
Those who bought long term issues 
were rudely awakened when the plug 
was suddenly pulled. The arbitrary re- 
straint placed on money rates affected 
all types of fixed income obligations 
and submerged the true situation as to 
the supply of loanable funds. 


Right Questioned 


This right to freedom of action in 
the investment of funds has again been 
questioned in connection with the dis- 
tribution of the assets of life insurance 
companies. The Life Insurance Asso- 
ciation of America has issued a report 
on the financial progress of the leading 
companies over the past few years. At 
one point a table is given showing the 
percentage of funds invested in various 
categories in the years 1948-1951 inclu- 
sive. Each year the percentage of gov- 
ernment securities held in the port- 
folios has declined, while other invest- 
ments have shown corresponding in- 
creases. This decline in governments 
appears to have aroused considerable 
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comment. Regardless of the reasons 
given by those who object to the life 
companies holding less governments 
today than in 1948, the simple fact is 
that criticism itself indicates a desire 
to control or influence the policies of 
the companies. The objections are not 
based on the character or distribution 
of the investments, but on the fact that 
so low a percentage of governments is 
held by the companies. 

There could be some significance 
read into these figures if it was as- 
sumed that the companies were dis- 
turbed over the credit of the govern- 
ment and consequently were putting 
less and less funds into its bonds. This 
reduction of government bond holdings, 
however, is not new as it has occurred 
through many business cycles of the 
past and the changing form of invest- 
ments simply reflects the effort on the 
part of insurance companies to do the 
best possible job with the funds avail- 
able. Let’s look at the source of these 
funds. 

The life companies are actually cus- 
todians of funds coming to them from 
millions of policyholders. This money, 
in the form of premiums, contains a 
certain percentage of reserve against 
future contingencies and is invested 








Foreign Securities Holdings 
U. S. Life Insurance Companies 


(000,000 omitted) 


Holdings 

11/30/51 
Canadian Government Bonds : 902 
Canadian Provincial & Subdivision Bonds. . 555 
Other Countries’ Government Bonds. .... ; 21 
Other Countries’ Provincial & Subdivision Bonds 2 
Foreign Railroad Bonds P 46 
Foreign Public Utility Bonds 354 
Foreign Industrial & Misc. Bonds 332 
Foreign Preferred Stocks. ; 
Foreign Common Stocks ; 

TOTAL $2,212 


ee 


for the benefit of policyholders. The 
dividends paid to policyohlders by mu- 
tual companies and stock compznies 
having participating policies, are de. 
rived from the investment of these sur- 
plus funds. The investment of su: plus 
is a necessary adjunct of the insur: 
business, and to strive for the est 


8 


possible return consistent with s. ‘ety 
is a normal investment goal. In ‘act, 
not to do so would be a sound cause 


for criticism. 


Wars and Money 


In time of stress, such as a major 
war, the government needs all the funds 
it can obtain and the insurance com- 
panies, in such instances, are reservoirs 
of non-inflationary money. The compa- 
nies have always bought and held large 
amounts of war loan bonds, not only 
for the interest return, but as a con- 
tribution to the defense of the nation. 
When the emergency was over the nor- 
mal ebb and flow of financial activity 
produced competition in money rates 
and the insurance companies, like any 
other investor, sought the highest pos- 
sible return. To do otherwise would 
neither be fair to policyholders nor 
true to the traditions of American De- 
mocracy. As to whether the market 
operation of shifting from governments 
was adroitly handled, does not enter the 
discussion. That is a matter of operat- 
ing policy, and we would be the last 
to say that large operators are not 
charged with a certain amount of pub- 
lic responsibility for market stability. 


Interest Rates 


Should our government, in more nor- 
mal times, try to maintain an artifi- 
cially low interest rate, such as was 
done up to a year ago, there is no logi- 
cal reason why insurance companies 
should be expected to purchase or hold 
such securities when greater return 
can be obtained in other fields. In fact, 
the effort to control interest rates by the 
Federal government, as distinct from 
maintaining an orderly market, is con- 
trary to our ideas of freedom of action, 
and as the insurance companies are 
the representatives of millions of 
Americans they certainly should have 
complete freedom in placing funds 
where most profitable. 

As we all know, managed money 
presents many problems, not the !cast 
of which is the effort to keep the in- 
terest on the public debt at the lowest 
possible point. There is a basic danger 
in this philosophy to our independence. 
and the resistance, at times, of the 
Federal Reserve to Treasury pressure 
indicates an appreciation of this <an- 
ger. The insurance companies should 
continue the fight not only against dic- 
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tation, but should publicize the reason 
wh: they must be free to decide where 
the investable funds should be placed. 
Then if a poor job is done they can 
be justly criticized, not because they 
faiied to support a political theory, but 
as ‘avestment managers. 

Under our philosophy of freedom of 
the individual from dictation by en- 
trenched authority, the financing of 
industrial enterprises in peacetime is 
just as important as supporting the gov- 
ernment in time of stress. Industrial 
loans, such as that made to Union Car- 
bide of $300 million by two large in- 
surance companies, put to work the 
money of millions of Americans at the 
point that in time will benefit the en- 
tire economy. The effective interest 
rate of 3.60% willingly paid on this 
loan by Union Carbide, with a top in- 
dustrial credit standing, is considerably 
better than can be obtained on govern- 


ment bonds. This loan is only one of 
many made over the past few years, 
all of which contribute to increased 
industrial activity as well as an assur- 
ance of the continuation of our high 
standard of living. Looked at in this 
light the premiums collected from many 
millions of people throughout the coun- 
try are being effectively used not only 
to give employment and produce con- 
sumable products, but to provide a 
better income return from which policy- 
holders derive dividends. The chain of 
action is progressive and reaches into 
all segments of the economy. 

Government financing programs 
should receive no special favors, as to 
do so removes the safety valve and con- 
verts the normal functioning financial 
engine into an engine of inflation. This 
is the danger not only to investment 
portfolios but to our freedom and in- 
dependence. 
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Asset and Investment Report (November ) 
U. S. Legal Reserve Life Insurance Co.’s 
(000,000 omitted) 








Acquired Held Net Change 
. -—_—__—— —_—_—______--—— —_—_-————.__ in Holdings 
Type of Investment Nov. Nov. 11 Mos. 11 Mos. Nov. 30 Nov. 30 Oct.-Nov. 
1951 1950 951 1950 1951 1950 1951 
BONDS 
U. S. Government Securities , 231 362 6,900° 1,601 11,122 13,591 —132 
Foreign Government Securities... 10 3 204 143 1,480 1,427 — 35 
U. S., State, Co., Municipal Bonds 7 26 171 205 1,159 1,139 — 12 
U. S. Railroad Bonds os 27 10 271 299 3,226 3,080 + 24 
U. S. Public Utility Bonds. . 128 86 917 1,416 10,770 10,136 + 59 
U. S. Industrial and Misc. 199 228 2,472 1,426 10,727 9,044 + 60 
Foreign Corporate Securities. . . 4 11 108 132 732 629 + 5 
World Bank Bonds. ....... . “ehaaee,_. pecan 40 2 94 53 + 1 
a : 606 726 11,083* 5,224 39,310 39,099 — 30 
PREFERRED STOCKS 
i eS . eer 8 6 87 85 + 2 
Public Utility. ..... ; : 17 43 173 562 536 + 15 
industrial and Miscellaneous... . 5 17 69 86 806 803 
iwi “< 2 a 265 1,455 1,424 + 18+ 
COMMON STOCKS 
Railroad....... ‘ me “‘eubes 2 1 29 31 
Public Utility. . . ‘ dens 1 2 43 55 172 137 ahs 
Industrial and Miscellaneous. . . . 12 15 107 114 449 359 +11 
Wes xesbcbes P 14 17 152 170 650 528 +11 
MORTGAGES 
Farm Mortgages 
Veterans Administration. ... aes sien 3 3 29 28 aes 
Other... .. 25 31 369 325 1,480 1,290 + 8 
Non-Farm Mortgages 
F. H. A. - 72 139 967 1,366 5,184 4,518 + 3 
Veterans Administration. 66 131 1,203 775 3,065 1,887 + 50 
so vs Fa ccc A 172 205 2,191 1,821 9,341 7,926 +77 
TOTAL... : 335 506 4,733 4,290 19,099 15,649 +171 
REAL ©STATE ‘ 
ee 5. ee Sida ‘ 25 32 iis 
Company Used. . hetanied 4 2 30 26 375 347 + 4 
Investment—Residential...... 2 5 27 49 369 345 + 2 
Irvestment—Commercial . . . - 17 18 153 141 792 633 + 12 
Other ; ; wil 1 5 7 29 51 — 6 
TOTAL... aes 23 26 215 223 1,590 1,408 + 12, 
POLICY LOANS : ; 35 43 494 476 2,565 2,382 + 2 
CASH... : : XxX XXX XXX XXX 1,070 990 +121 
OTHER ASSETS XXX XXX XXX XXX 1,737 1,542 -— 7 
TOTAL ADMITTED ASSETS... 1,037 1,339 16,797* 10,648 67,476 63 ,022 +299 


* Includes exchange of $2.8 billion Treasury 212% issue, series 1967-72 for Treasury non-marketable 234% issue, series 


1975-20, taking place in April, 1951 


Totals for U. S. companies estimated on basis of reports from Life insurance companies representing 97% of all assets. 
change in holdings for the menth may sometimes be greater than acquisitions for a particular item due to rounding, 


write-ups and other adjustments. 


* A —2 net change in holdings of foreign preferred stock was recorded for period Oct.-Nov. 1951. 
+ There was a Nov. 1950 holding of one million dollars in foreign common stocks. 
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verdict 


By LUKE A. BURKE 
Member of the New York Bar 





An insurance agent engaged in fraud, and punitive damages were 
upheld by the court . . . In Rhode Island you don't have to be 
sitting behind the wheel of your car to be operating it... Cana 
county's immunity work to a carrier's advantage . .. When a com- 


pany issues a life insurance policy to an applicant who has lied, 


the carrier may be liable. 





Punitive Damages For 
Agent’s Fraud 


HE policy in question was a life 

and health policy providing also for 
hospitalization benefits. It was a cus- 
tom of the company to allow its agents 
to adjust hospitalization claims by mak- 
ing payments out of the premiums col- 
lected on their route. The agents in 
turn presented their receipts at the 
office and were reimbursed for the 
amounts paid out. 

The insured was hospitalized during 
the policy period and was billed for 
$77.50. She assigned her interest in the 
policy to the hospital. The day after 
she returned home, the agent presented 
a receipt purportedly signed by the in- 
sured, to the company and received 
$87.50. A week later he collected 
$38.50 the same way. Nothing was done 
by any of the parties for about nine 
months. Another agent was soliciting 
business and was told by the insured 
that her hospital bill was never paid. 
He investigated and discovered the sit- 
uation. Suit was then brought by the 
insured against the company for actual 
and punitive damages. A verdict was 
returned for $77.50 actual damages and 
$490 punitive damages. The company 
appealed from the verdict in respect to 
the punitive damages but the South 
Carolina Supreme Court affirmed the 
punitive damages saying: 

“When the premiums were no longer 
paid on respondent’s policy, which car- 
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ried death benefits as well as hospitali- 
zation, etc., the policy was of course 
lapsed. Up to this time, appellant’s 
agent had collected the premiums as 
they became due by calling at respon- 
dent’s home. Thereafter, he no longer 
made such calls but apparently forged 
respondent’s name to receipts which 
were for amounts purported to have 
been paid respondent under the provi- 
sions of the policy and converted the 
funds to his own use; at least, it is not 
contended that any amount has been 
paid respondent. 

“‘It is a general doctrine of law 
that although the principal is not ordi- 
narily liable (for he sometimes is) in 
a criminal suit, for the acts or mis- 
deeds of his agent, unless, indeed, he 
has authorized or cooperated in them, 
yet he is held liable to third persons in 
a civil suit for the frauds, deceits, con- 
cealments, misrepresentations, negli- 
gences, and other malfeasances and 
omissions of duty of his agent in the 
course of his employment, although the 
principal did not authorize or justify 
or participate in, or indeed, know of 
such misconduct, or even if he forbade 
the acts or disapproved of them. In all 
such cases, the rule applies respondeat 
superior; and it is founded upon public 
policy and convenience, for in no other 
way could there be any safety to third 
persons in their dealings, either directly 
with the principal, or indirectly with 
him through the instrumentality of 
agents. In every such case the princi- 
pal holds out his agent as competent 


and fit to be trusted, and thereby, in 
effect, he warrants his fidelity and good 
conduct in all matters within the scope 
of the agency.’ In stating this reason 
for this rule Lord C. J. Holt says: ‘See- 
ing that some one must be loser by the 
deceit, it is more reasonable that he 
who employs and confides in the de- 
ceiver should be the loser than a 
stranger.’ * * * 

“See Winthrop v. Allen, 116 S. C. 
388, 108 S. E. 153, which also states 
the well established rule that ‘where a 
breach of contract is accompanied with 
a fraudulent act, punitive damages are 
recoverable, but not for a breach un- 
accompanied by fraud.’” (West v. Ser- 
vice L. & H. Ins. Co., South Carolina 
Supreme Court, Sept. 25, 1951.) 


When is a Gar Being Operated? 


OHN PAINE, a resident of Rhode 

Island, owned a car registered in 
Rhode Island. One day in 1946 he drove 
to the Town Hall in East Providence, 
Rhode Island, accompanied by Mr. 
Crowley, a resident of Massachusetts. 
Crowley was sitting on the right side 
of the front seat as the car was parked. 
It was a cold day and after a while 
Crowley decided to turn on the engine 
to work the heater. He reached over 
and turned on the ignition key, then 
pressed the starter button. The car 
started to move backward. Being on 
the right side, Crowley could not reach 
the brakes and the car went across the 
street and hit the doors of a theatre. 
The theatre owner sued Crowley. A 
Rhode Island statute (G. L. 1938 chap. 
103) provided in effect that process 

















could be made on a non-resident by 
serving a Rhode Island state officer in 
the event a non-resident operated an 
automobile on the highways of Rhode 
Island. Crowley contested the validity 
of this service, contending that he was 
not operating the automobile. The 
lower court agreed with Crowley and 
dismissed the writ. On appeal the 
Rhode Island Supreme Court disagreed 
and reversed the lower court, saying: 
We are of the opinion that the con- 
duct of defendant in the instant case 
constituted operation of the Paine car 
on a public highway in this state in 
such a manner as to bring him within 
the terms of said G. L. 1938, chap. 103, 
and that substituted service against 
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him under that statute was therefore 
valid. In determining the question of 
what constituted operation of a motor 
vehicle, the court in Commonwealth v. 
Clarke, 254 Mass. 566, used the follow- 
ing language: 

“Whether the defendant’s automobile 
was operated on the way contrary to 
the provisions of the statute is not to 
be determined by the distance the ve- 
hicle moved. It proceeded but a short 
distance, yet it moved sufficiently to 
collide with the car in front of it, and 
probably would have proceeded farther 
if it were not for the collision. The 
shifting of the gears caused the car to 
move. This act, on the evidence in the 
case, was an operation of the motor ve- 
hicle within the meaning of the statute.” 

In Commonwealth v. Uski, 263 Mass. 
22, the court held: 

“The words of the statute, ‘Whoever 
upon any way operates a motor vehicle’ 
include the setting in motion of the 
operative machinery of the vehicle as 
well as the driving of the vehicle under 
the power of the motor machinery.” 
(Roman ours.) 

In State of Iowa v. Webb, 202 Iowa 
633, it was held that defendant was “op- 
erating” aa automobile when he put 
the engine in motion, and that the 
starting of the engine is the first step 
in the operation of a car. In People v. 
Domagala 206 N. Y. S. 288, it was held 
that the starting of the motor for the 
purpose of putting the automobile into 
motion constitute operation of the auto- 
bile within the meaning of the applica- 
ble statute. 

In the instant case, while the defend- 
ant may not have had in mind the set- 
ting of the automobile in motion, that 
result was actually achieved by turning 
on the ignition and pressing the starter 
button. In our judgment the purpose 
of the defendant in turning on the igni- 
tion and pressing the starter button is 
not controlling. He should be held to 
the probable consequences of his acts. 
Here he performed two acts which are 
usually associated with the operation 
of an automobile. By turning on the 
ignition and pressing the starter but- 
ton he actually placed the automobile 
in motion and caused the damage com- 
plained of. In these circumstances it 
seems clear to us that he was operat- 
ing such automobile within the pur- 
view of G. L. 1938, chap. 103. 

(Bomes v. Crowley, Rhode Island Su- 
preme Court, July 31, 1951.) 


Can Carrier Plead 
County’s Immunity 


N RS. ARNOLD sued the Crisp 
County Power Commission for the 
alleged negligent homicide of her son. 


The suit was brought in a George State 
Court. The Glens Falls Indemnity Com- 
pany had issued a liability policy to 
the Power Commission which contained 
the following provision: 

“It is hereby agreed that the com- 
pany will not, in case of loss or damage 
arising under this policy during the 
term thereof, claim exemption from 
liability to the named assured because 
of any statute, ordinance or other legal 
restrictions whereby the named as- 
sured for reason of its being a munici- 
pal corporation may be legally exempt 
from liability for damages, and that 
in all cases of loss or damage, settle- 


ment shall be made as herein provided, 
the same as though the named assured 
was a private corporation.” 

The Georgia State Court held that 
the suit was in effect a suit against the 
County and under Georgia law a county 
was immune from such a suit. The 
plaintiff sought to join the insurance 
carrier in the suit and recover on the 
contract of insurance, but the Georgia 
Supreme Court said: 

We have examined the contract thor- 
oughly. It appears to be an ordinary 
liability insurance contract, under the 
express terms of which the insurance 
company is not subject to suit until 
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ajter a judgment has been obtained 
against the insured, or a_ settlement 
agreement reached, and the liability of 
the insured thus established. There is 
nothing in the contract, unless it be the 
last-quoted provision, purporting to 
give to an injured person any greater 
right or privilege of joining a tort- 
feasor and the insurance carrier in the 
same action than is enjoyed by litigants 
generally in actions against tort-feas- 
ors; and it is such a well-established 
policy of the law that such joint actions 
cannot be maintained, with the excep- 
tions presently noted, that citation of 
authority is deemed unnecessary. 

We cannot agree with the contention 
of the plaintiff in error to the effect 


that, in view of the last-quoted provi- 
sion of the contract, the contract was 
one entered into for the purpose of pro- 
tecting the public, including the plain- 
tiff's son, and for this reason the plain- 
tif has a legal and equitable interest 
in the performance of the contract. By 
its express terms, the contract is one 
made between the insurance company 
and the assured, and it expressly pro- 
vides that the insurance company agrees 
that it “will not, in case of loss or dam- 
age, arising under this policy during 
the term thereof, claim exemption from 
liability to the named assured because 
of any statute,” etc. There is nothing 
in this provision conferring any bene- 
fits upon the public; and, we think, 
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PREFERRED STOCK 


Prospects are the fieldman’s stock in trade. Preferred 
prospects are people who need life insurance and can 


Broad diversification of contracts gives Home Life 
agents entrée to all income groups and yields 
a consistently high ratio of return on their in- 
vestment of personal selling effort. 


























there is nothing in this provision which 
estops the insurance company, as against 
the plaintiff in this litigation, from rcis- 
ing the question of the immunity of the 
county to suit. If a judgment were 
once obtained against the county, or ij 
a settlement were made under the terns 
of the contract, the provision, as ‘e- 
tween the county and the insurance 
company, might become operative; /ut 
we think that no estoppel can arise 
against the insurance company 4s 
against the present plaintiff by reason 
of this clause of the contract. Nor 
would the fact that the insurance com- 
pany furnished counsel to defend the 
suit, as it was obligated to do under the 
express provisions of the contract, work 
any estoppel against the insurer. 

The plaintiff then brought suit in the 
Federal Court against the insurance 
carrier in the names of the Power Com- 
mission but without their permission. 
The Federal Court reviewed the state 
court’s decisions and then went on to 
say: 

This case involves an alleged con- 
tract right which is determinable ac- 
cording to Georgia law within the rule 
of Erie Railroad Co. v. Tompkins, 304 
U. S. 64. 

We cannot believe that the Georgia 
courts would have allowed a legal 
wrong to be committed in the very case 
pending before them, and thereby have 
rendered necessary a second and more 
speculative suit to recover damages for 
the commission of that wrong. On the 
contrary it seems to us that the Georgia 
Supreme Court did not write mere 
obiter dicta, but clearly and directly 
decided that the insurance company 
owed no duty to Mrs. Arnold not to 
plead its insured’s immunity to suit. It 
follows that in the case the summary 
judgment for the defendant was prop- 
erly rendered. 

(Walton v. Glens Falls Indemnity 
Co., United States Court of Appeals for 
the Fifth Circuit, October 31, 1951.) 


Company's Knowledge of 
False Answers 


N September 25, 1945, Domenico 
DiPasqua obtained a life policy 
from the California Western States Life 
Insurance Company naming his wi'e 4 
beneficiary. The insured died from: dia- 
betes in January 1947. The com»any 
denied liability “because of wilfu! and 
false answers of insured to a serivs o 
questions on applying for the insur 
ance.” These answers were made by 
the insured to two medical exam.ners 
for the company and had to do with 
his medical treatment and conditica of 
health for about one year prior to the 
issuance of the policy. 
It seems that the insured consu!ted 
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a doctor on thirteen occasions from 
September 12, 1944, to November 16, 
1944. His complaints were nervousness, 
worry, indigestion and fatigue. He then 
went to the University of California 
Hospital for four days’ observation. 
Nothing was found. The insured then 
went to St. Luke’s Hospital and re- 
mained ten days. Another series of tests 
was made but were negative. He was 
advised to rest and to cut down on his 
work. 

One of the questions was: “For what 
conditions have you consulted a physi- 
cian or other practitioner within five 
years?” Answer: “None.” To another 
medical examiner the insured answered 
that he had not been a patient in any 
hospital except for an appendectomy 
many years before. 


Prior to issuing the policy the com- 
pany ordered an investigation of the 
insured and received a report that he 
“had suffered from overwork about six 
months before and had been confined 
to the University of California Hos- 
pital and was confined there taking 
tests; that it was learned that he had 
no organic illness but his trouble was 
only caused by overwork and worry; 
that he was now in excellent health.” 


There was a verdict for the bene- 
ficiary from which the company ap- 
pealed. The Appellate Court affirmed 
and summed up the question of the 
false answers and the _ investigation 
with these words: 

“Respondent’s counsel makes an able 
argument that there was no conceal- 
ment or withholding by the insured, 
that he did not consider his brief hos- 
pital says in 1944 as being a patient 
in a hospital because it was merely for 
observation and examination and noth- 
ing pathological was found. However, 
the fact is that material information 
was not given to the company in re- 
sponse to their direct questions. Ordi- 
nari!y, this would entitle the company 
to avoid the policy. (Ins. Code, 
##330, 331 and 334.) Section 334 
provides: ‘Materiality is to be deter- 
mined not by the event, but solely by 
the probable and reasonable influence 
of the facts upon the party to whom 
the communication is due, in forming 
his estimate of the disadvantages of 
the »roposed contract, or in making his 
inquiries.’ 

“in response to Question 20, the iu- 
sured answered each time that he had 
not been a patient in any hospital ex- 
cept for an appendectomy many years 
ago. when, in fact, he had been a pa- 
ent in two hospitals within the past 
yeai 

“Prior to both medical examinations 
the insurance company had before it a 
Wrilten report obtained by it from an 


independent source which plainly stated 
that the insured’s answer in response to 
this very vital and material question 
was not true. It had in its possession 
an authorization signed by the insured 
to obtain any medical information perti- 
nent to him. It would not have been un- 
reasonable or difficult for the company to 
have contacted the University of Califor- 
nia Hospital and thus would have ascer- 
tained the truth. This would have re- 
vealed the fact that the insured had 
been a patient there within recent 
months and that, what is of vital im- 
portance, the insured was either deliber- 
ately lying and concealing material 
facts, or that he was not a responsible 


person capable of correctly stating the 
facts.. The company was put upon 
notice prior to issuance of the policy 
that the answers of the insured could 
not reasonably be relied upon. We be- 
lieve that under such circumstances the 
company had a duty of further inquiry 
and that such inquiry would have fully 
revealed all of the pertinent facts. In 
other words, the insurance company 
cannot rely solely upon the insured’s 
answers in his application where it con- 
ducts an independent investigation 
which reveals the falsity of such answers 
in material respects.” (DiPasqua v 
California Western, California District 
Court of Appeal, August 24, 1951.) 
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A Good Combination 


ACK in November of 1948 in the 
coverages and forms department 
of this magazine an article was pub- 
lished under the following headline: 
“Two Good Policies: Valuable Papers, 
Accounts Receivable.” Early in July a 
revision made possible a combination 
of these two policies so that now this 
coverage can be written as one form. 
No matter how carefully a business 
firm protects its valuable papers and 
records against loss or destruction, 
there is always a chance that fire may 
break out or burglars may break in. 
Many firms that have had bad fires have 
never been able to get back into opera- 
tion because of the records that were 
burned or destroyed by water damage. 





and 


With this new policy an agent or 
broker can fully protect an insured 
against just such a catastrophe. In this 
modern age there are few people who 
have to be sold on the idea of protect- 
ing their buildings and contents with 
fire and extended coverage insurance. 
But the enterprising producer should 
point out to a prospect or client that 
even if the insurance were to replace 
his building and its contents after a fire 
the businessman would have a tough 
time setting up operations again if his 
records had been destroyed. 

The producer should try to get a 
prospect to visualize his predicament if 
he should come to work some morning 
and find all his records gone, or even 
one set of particularly important SET 
of records missing. 








Valuable Papers, Records and Accounts Receivable 
Policy 


Q. What companies write this coverage? A. The burglary department 
of casualty companies or multiple-line companies. 

Q. How is it written? A. It may be written as a separate form, or the 
old accounts receivable policy or the old valuable papers policy may be 
endorsed to combine both policies. 


Coverage 


Q. What coverage is afforded under this policy? A. This new form 
combines two earlier separate policies; valuable papers and accounts 
receivable. Within the premises of the assured, the policy covers all 
losses of valuable papers and records owned or held by the assured, and 
to pay the assured for all sums which he is unable to collect as a result 
of the loss of his accounts due records. 

Outside the premises of the insured, his valuable papers and records 
are protected if he removes them to prevent their probable loss, but he 
must notify the insuring company within 10 days. 

Valuable papers are also protected while being conveyed outside the 
premises or while temporarily within other premises (except for stor- 
age). However this provision does not apply while these papers are in 
the custody of a carrier for hire or in the mail. Furthermore, on valu- 
able papers and records the insuring company’s liability is limited to 
ten per cent of the limit of liability stated in the declarations or 85,000, 
— this percentage and dollar amount may be increased by en- 

orsement. 


Exclusions 


Q. What does this policy exclude? A. The policy does not apply to 
losses caused by: 1. war, insurrection, etc.; 2. wear, tear, inherent vice, 
vermin, ete.; and 3. dishonest or criminal action of the insured, a partner 
or officer, ete. Valuable papers and records that cannot be replaced with 
other of like kind and quality, are not covered unless such property is 
specifically listed in the declarations. 


Conditions 


Q. What conditions are important in this policy? A. Two definitions 
are important: 1. Valuable papers and records—means written, printed 
or otherwise inscribed documents, including books, maps, films, drawings, 
abstracts, deeds, mortgages and manuscripts, but not money or securities; 
2. Loss—includes damage. 

There are also conditions requiring the insured to maintain his accounts 


(Continued in box on opposite page) 
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forms 









Any business firm that does business 
on a 30 or 60 or 90 day payment basis 
would be a good prospect for this cover- 
age. Or for that matter nearly every 
single business firm has some valuable 
papers or records that would be expen- 
sive to replace. 


New Hull Forms 


IME hull clauses and time increased 
value (including excess liabilities) 
clauses have recently been revised to 
become effective December 1. The 
American Institute of Marine Under- 
writers and the American Marine Hull 
Syndicates, which have cooperated in 
preparing the new clauses, have stated 
that they broaden the cover in a number 
of instances and clarify the wording. 
The Time hull clauses include 
“breakdown of motor generators and 
other electrical machinery;” “lighting 
and earthquake” in the perils clause; 
accidents while in drydock; and _ loss 
or damage through contact with any 
land conveyance, in the Inchmaree 
clause. A more liberal basis of allow- 
ance is provided for lay-up returns. 
The Institute’s Time (increased value 
including excess liabilities) clauses in- 
corporate refeences to the Time hull 
clauses. It provides that there shall be 
no recovery for a constructive total loss 
unless the expenses of recovering and 
repairing the vessel shall exceed the 
insured value in policies on hull and 
machinery. 


Druggist Liability Revised 


REVISED underwriting program 

for druggists’ liability insurance 
has been promulgated by the National 
Bureau of Casualty Underwriters, effec- 
tive December 17, 1951, except in 
Texas where a separate announcement 
will be made. The program has been 
cleared in all states but Georgia, 
Louisiana, Michigan, Minnesota, New 
Jersey, Ohio, Oklahoma, Texas, Vir- 
ginia and West Virginia. 

A separate druggists’ liability man- 
ual has been prepared, and the classi- 
fication and the rates now in product 
liability manual have been eliminated. 
Owners’, landlords’ and tenants’ classi- 
fications for retail drug stores will 
continue to apply. 

Under the new standard provisions 
policy “insured” is defined as including 
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the named insured, any partner, execu- 
tive officer, director or stockholder 
while acting within the scope of his 
duties. 

“Premises” means the retail drug 
store designated and also any such 
store which the named insured has dis- 
continued using or has ceased to op- 
erate. 

Exclusions are similar to those in the 
products liability manual except that 
no exclusion applies to equipment or 
other property rented to or located for 
use of others. 

There are two bases for the premium 
charge: receipts for stores with annual 
receipts of $50,000 or more; and per 
store for stores with annual receipts 
of less than this amount. 

In California, Connecticut, District of 
Columbia. Massachusetts, Missouri and 
New York the rate per store is $20.00, 
and the rate per $1,000 of receipts is 
$.40 subject to a minimum premium of 
$20.00 per store. In the remainder of 
the country the rate per store is $15.00, 
and the rate per $1,000 of receipts is 
$.30 subject to a minimum premium 
of $15.00 per store. These rates and 
minimum premiums are for basic limits. 


Royal’s Disaster Policy 
NOTHER “catastrophe” medical 


expense reimbursement form is 
on the market, the Royal-Liverpool 
Group’s $5,000 individual or fainily 
contract. 

The policy pays all medical expenses 
up to the $5,000 limit per person, in- 
cluding hospital charges, surgical ex- 
penses, nurse’s and physician’s fees, all 





TRANSFERRED: Marion H. Mce- 
Cown, formerly North Carolina 
State agent, was transferred to Se- 
curity-Connecticut’s home office as 
assistant to Ernest V. Goodwin, 
vice-president of the company. 


expenses in or out of the hospital such 
as x-ray, diathermy, drugs, transfusions, 
etc. Childbirth, pregnancy, miscarriage 
is not covered. 

Deductibles of either $200 or $500 
apply to each person and must be the 
same for each member of the family. 








The higher deductible is intended for 
those whose incomes are more than 
$12,000. 

It will be issued to men or women, 
19-54 and renewed through age 59. 
Under the family form, unmarried chil- 
dren, ages three months through 18 
years may be included, with insurance 
ending at next expiration date when 
an insured child marries. In such a 
case separate insurance can be ar- 
ranged. 

Air travel is included unless the in- 
sured is operating, learning to operate 
or serving as member of a crew. The 
policy is incontestable after three years. 

Rates are as follows: ages 19 through 





54, $32 for $200 deductible, and $20 
for $500 deductible; 45-54, $48 and 
$36; 55-59, $70.40 and $58.40. 

Females age 19-44, $36 for the $200 
deductible and $22.50 for the larger 
one; 45-54, $54 and $40.50; 55-59, 
$79.20 and $65.70. 

The charge for each unmarried child 
from three months through 18 years is 
$20 for the $200 deductible and $12.50 
for the $500 deductible. Children pay 
the adult rates if they are married. The 
family rate is the sum of the individual 
charge. The family policy may be sold 
for a 3-month term. Otherwise rates 
are annual only. 


All-State’s New Form 


HE Allstate Insurance Company 

has issued another illustrated policy 
form—this one a comprehensive auto- 
mobile policy. Using 41 per cent fewer 
words than standard forms, the policy 
is said to be simpler to understand. The 
form is also illustrated to clarify vari- 
ous provisions of the contract. Eleven 
features have been added to broaden 
the coverage. 





(Continued from box on preceding page) 


receivable in a fireproof safe or vault, and to furnish the insurer with 
monthly statements of accounts receivable. 


Limits of Liability 





Q. How are the limits of liability determined? A. For valuable papers 
and records the policy declarations provide for a listing of specific articles 
with the amount of liability for each item also listed. Another space 
provides for a listing of “all other” valuable papers and records with 
the limit of liability. 

For accounts receivable, if the amount of loss cannot be established in 
some other way, the liability of the company is determined as follows: 


1. The company must check the assured’s accounts receivable records 
for the last day of the same month in the year preceding the one in which 
the loss occurred. 

2. The company must then find the percentage of increase or decrease 
in the monthly total of the insured’s outstanding accounts for the twelve 
months ending on the month immediately preceding the month of loss. 
A comparison is then made with the preceding twelve months. 


3. The amount of the first findings increased or decreased by de- 
termined percentage shall be the amount payable. However, the sum 
of all accounts that can be established after the occurrence of such a 
loss and the probable bad debts that would normally remain uncollectable 
by the insured, must also be taken into consideration and therefore sub- 
tracted from the amount to be paid. 

4. The companies’ maximum liability cannot exceed the amount stipu- 
lated in the policy. 


Rates 


Q. What are the approximate rates for this policy? A. Under the 
valuable papers and records coverage, the value of specified items is 
multiplied by the full fire contents rate plus an additional five per cent 
loading. The value of “all other’ papers is multiplied by the full fire 
contents rate plus 50 per cent of the final rate. Not to exceed 40¢ 
per $100. i 

The rate for accounts receivable is determined by multiplying the 
estimated value of accounts receivable by 50 per cent of the full con- 
tents fire rate. 

Q. What are the approximate commissions? A. For local agents— 
20 per cent, for brokers—22% per cent, and for general agents—25 per 
cent. 

Q. Is the form standard? A. Yes. 


Q. Do any states restrict the use of this form? A. In Texas the pro- 
vision excluding a loss of valuable papers and records while in the 
custody of any carrier for hire, or in the mail, has been eliminated by 
endorsement. All other states permit the use of the form. 
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Aetna Life 


HE company has announced a re- 
duction in premium rates appli- 
cable to new policies on nearly all its 
non-participating life insurance plans. 
Rates for Preferred Life and Single 
Premium policies, and the rates at a 
few ages for Term insurance, Double 
Protection and Family Income plans 
remain unchanged. Premium rates on 
a few policies, mainly short-term en- 
dowment plans, have been increased 
slightly. No changes have been made 
in policy forms, nonforfeiture values, 
settlement options or annuity rates. 
Examples of the old and new rates 
and the reductions are shown below: 
Ordinary Life 


Age Old New Reduction 
20 $14.63 $13.74 $ .89 
30 19.1 18.37 -73 
40 26.67 25.65 1.02 
50 39.72 37.90 1.82 
60 62.55 59.18 3.37 
20-Payment Life 
Age Old New Reduction 
20 $26.32 $24.64 $1.68 
30 31.35 30.03 1.32 
40 38.42 37.09 1.33 
50 49.35 47.00 2.35 
60 68.50 63.49 5.01 
20-Payment Endowment 
Age Old New Reduction 
20 $46.76 $45.97 $ .79 
30 47.0 46.47 .60 
40 48.84 48.08 -76 
50 54.58 52.57 2.01 
60 69.65 65.30 4.35 


Reliance Life 


ONCANCELABLE guaranteed re- 

newable to age 65 disability poli- 
cies have been added to the other forms 
of commercial accident and sickness 
insurance offered by the Reliance Life. 
Reliance has been in the accident and 
sickness field since 1913 ten years 
after the company was organized in 
Pittsburgh. 

One of the noncan contracts pro- 
vides total disability income for life 
from accidental injury and up to ten 
years for sickness with 30-60-90 days’ 
waiting periods and waiver of premium. 
Optional benefits are first day accident 
coverage and a hospital benefit rider. 

Three other contracts provide acci- 
dent and sickness disability income for 
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life contract 


60, 36 or 15 months with death and dis- 
memberment features, waiting periods 
varying from 14 to 90 days and waiver 
of premium. Optional benefits for each 
policy are first day accident coverage, 
lifetime accident rider and_ hospital 
benefit rider. 

Covering accidental injury only are 
three noncan contracts providing dis- 
ability income for life, 60 months or 36 
months with death and dismember- 
ment benefits, waiting periods of from 
none to 30 days and waiver of premium. 
An optional benefit to these policies is 
a hospital benefit rider. 

All of the new contracts have provi- 
sions for partial disability benefits for 
six months following total disability. 


Great Southern Life 


ERTAIN changes were announced 
in Double Indemnity underwrit- 
The changes expand the 
this 


ing rules. 
availability of 
protection. 


accidental death 





HEADS SCOUT DRIVE: Dudley 
Dowell, vice-president, New York 
Life, is chairman of the Insurance 
Division for the 1952 Finance Drive 
of the Greater New York Councils, 
of the Boy Scouts of America. 


The first liberalization extends tne 
age limits for Double Indemnity. The 
Rider can now be applied for at at- 
tained age 5 through attained age 60, 
and will be effective until the insured 
reaches age 65. 

Where Double Indemnity has been 
issued under a limited payment policy 
that will become fully paid up prior to 
the insured’s age 65, the Double Indem- 
nity Rider can be continued in force to 
that age (65) by the payment of a 
single discounted premium. 

The second liberalization extends the 
field for Double Indemnity to cover 
practically all civilian air travelers. 
Heretofore only fare-paying passengers 
patronizing regularly licensed air lines 
were protected. Now any individual 
traveling as a passenger in a commer- 
cial aircraft duly registered for passen- 
ger traffic and operated by a pilot who 
has a valid airman’s license is fully 
covered by his Great Southern Double 
Indemnity Rider. He may have paid a 
fare or be riding as a guest; and the 
aircraft can be operating either as a 
public or a private carrier. Thus the 
protection is being extended to cover 
those riding as accepted passengers in 
privately owned aircraft as well as 
those using the facilities of commercial 
airlines. 


Pacific Mutual 


NEW plan of group life insurance 

designed especially for the vast 
number of employees with from 10 to 
24 employees was announced by the 
Pacific Mutual. In addition to non- 
medical and other group life features, 
the “10 to 24” plan offers dependent 
life insurance for the employee’s wife 
or husband and children; and an acci- 
dental death benefit is added for the 
employee, equal to the certificate’s face 
amount of group life. 

Complement to the new group !ife 
plan is Pacific Mutual’s prepaid medi- 
cal kit, for groups of 10 to 24, offering 
hospital, surgical, medical, diagnostic 
x-ray and laboratory, additional acci- 
dent and polio coverage, comparab!. to 
group medical programs in large firins. 
A combination of the plans will now 
give smaller groups of employees °nd 
dependents an adequate welfare p ck 
age plan. 


The Lincoln National 


HE company has entered the acvi- 

dent and sickness insurance (i ld 
with non-cancellable, guaranteed ~e- 
newable to age 65, disability insura: ce 
and a special coverage featuring ©: '0- 
mercial accident and sickness insur: 
sold with life insurance in one pack 
The Lincoln National’s four non-c ' 
cellable guaranteed renewable dis«: ‘!- 
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ity insurance policies will provide a 
broad range of coverage. One policy 
provides total disability income for as 
long as ten years if the disability re- 
sults from sickness, and for life if the 
result of accident. 


A & H Coverage 


Three other non-cancellable guaran- 
teed renewable policies provide acci- 
dent and sickness coverage for periods 
of 60, 36, or 15 months with the option 
of lifetime accident benefits at an addi- 
tional premium. Waiting periods range 
from 14 to 90 days on sickness cover- 
ages, and from first day to 90 days on 
accident protection. Hospital benetit 
riders providing additional income 
while hospitalized may be added to any 
of the four plans. 

The company will also issue three 
non-cancellable guaranteed renewable 


the accident and sickness policies but 
provide accident indemnity only. Bene- 
fit periods are for 36 or 60 months or 
for life. The hospital benefit rider may 
be added to these contracts also. 

All non-cancellable guaranteed re- 
newable policies are non-aggregate and 
non-prorating, and are sold on the level 
premium basis with waiver of premiums 
after 90 days of total disability. 

In addition, the company will issue 
two commercial accident and sickness 
policies to be sold concurrently with 
life insurance contracts as a package. 
One provides accident benefits for life 
and sickness indemnity for two years 
with a waiting period of fourteen days 
on both coverages. The other has a 
limit of two years on accident benefits 
and one year for sickness, with a wait- 
ing period of seven days. The hospital 
benefit rider is available on both poli- 
cies at additional premium. 


Connecticut General 


HE company has announced lower 

rates for a broad range of policy 
contracts. The reductions in premiums 
every year will range up to 7% of the 
previous schedule. [Illustrative of the 
savings is found in the following com- 
parison of the new and old guaranteed 
cost annual premiums for $10,000 in- 
surance under two popular plans. 


20 
Age Ordinary Life Payment Life 
Ol 


at Issue d New Old New 
25 165.60 157.90 284.00 271.30 
35 222.40 216.50 341.50 333.90 
45 323.50 309.80 432.00 416.30 
55 494.90 470.10 572.80 531.60 
65 802.70 756.50 828.80 781.20 
* * * 


ROUP medical catastrophe insur- 
ance is now available to the wage 
earner through the Connecticut General. 
They have developed a low-cost plan 
which picks up where the _huospital- 








accident policies which are similar to 
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’ surgical-medical-plan leaves off. It pro- 
vides for reimbursement of 75% of 
the medical expenses over and above 
those paid for by the basic plan. The 
Connecticut General plan also includes 
a deductible of 5% of the individual’s 
annual wages. 


Mutual Life of New York 


Having recently broadened aviation 
coverage in new policies, the company 
has now decided to apply the liberal- 
ized rules to earlier policies. Mutual 
Life has announced that double indem- 
nity provisions in existing policies, 
which only covered passenger flying in 
scheduled commercial airlines, will now 
be generally applied so as to cover 
passengers in any commercial aircraft, 
scheduled or non-scheduled, and in 
planes operated by private business or- 
ganizations to transport their personnel 
or guests. 

This broader aviation coverage has 
been part of the double indemnity pro- 
vision in policies issued since Septem- 
ber 6, 1951. The action makes the 
liberalized terms applicable to earlier 
contracts, 


Manufacturers Life 


HE Manufacturers Life of Toronto 
has announced reductions in all 
categories of single premium annuity 
rates. Reductions vary with age and 
plan—for example, there is a decrease 
of $79.00 in the premium per $10.00 


of monthly income for a Cash Refund 
Annuity at age 65. 


Fidelity Mutual 


EW policy contract forms, liberali- 

zation of provisions, reduced pre- 
mium rates and numerous extensions of 
coverage were announced by Fidelity 
Mutual. Policy forms have been re- 
designed for greater attractiveness, for 
increased clarity and readability as 
well as for greater ease and efficiency 
in mechanical preparation at the home 
office. 

Provisions in practically all policies 
provide for change to higher premium 
plan within three years on payment of 
net difference of premiums plus 5% 
interest, and after three years on pay- 
ment of 105% of reserve difference. A 
liberalized reinstatement provision per- 
mits reinstatement on payment of over- 
due premium within 15 days of lapse. 

A new provision in the contract form 
defines classes of beneficiary and the 
order they will follow, thus simplifying 
preparation of designation of bene- 
ficiary forms. The assignment provision 
has been expanded to eliminate need 
for change of beneficiary designation 
when policy is assigned. 


Disability Income 


Disability Income (issued to men 
only) will be written for $10 a month 
per $1,000 face amount on all perma- 
nent plans. Maximum limit on dis- 


ability income benefit will be $250 
monthly; and $400 monthly in all com. 
panies. 

The waiver portion of this income 
and waiver benefit continues in effect 
to age 60 with the income coverage 
terminating at age 55; premium for 
the provision ceases at age 55. Pre. 
mium rates for the disability income 
benefit will be figured on a lower load- 
ing factor. 


Waiver for Women 


Rates on Disability Waiver for women 
will be the same as for men; the bene- 
fit will be offered to employed women 
on the same basis as men; the cover- 
age extends to age 60 and will not 
terminate upon marriage. Maximum 
age at issue is 55. 

Premium rates on policies issued 
after January Ist will be lower at all 
ages on the five-year renewable and 
convertible term, on 10-year convertible 
term and on the Automatic Term and 
Life Plan. 

On the Accidental Death Benefit— 
rates have been reduced for younger 
ages at issue... up to age 45. On the 
Whole Life Plan, for example, the new 
rate is $1.00 per $1,000 for ages at 
issue up to 25; $1.10 at age 30, and 
$1.22 at age 35. 

Low Rate Life will be available for 
issue ages 5 to 65 inclusive. Reference 
to aviation restrictions has been re- 
moved from disability riders. Single 
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Premium Endowments will be taken for 
durations as short as 15 years. Addi- 
tional Term Rider will now be issued 
up to age 55 inclusive, rather than the 
present age 45, with the term period 
running to the policy anniversary near- 
est age 65 ... for younger ages at 
issue the Rider will continue on its 
present basis of 20 years. Conversion 
privilege will be available for 10 years 
after issue or to age 60 if earlier. 

Automatic Term and Life plan, Year- 
ly Decreasing Term plan, and Family 
Income and Mortgage Protection Riders 
will be issued on substandard basis up 
to the Company’s limit of 200% mor- 
tality. Maximum limits on Term In- 
surance to women and on Retirement 
Annuity contract have been raised. 

* * * 


Full death benefit on Juvenile insur- 
ance (except in New York State) will 
be available for issue age one year and 
up; for age 0 at issue, $250 per $1,000 
is provided during the first policy year 
and full benefit thereafter. 

Payor benefits—in event of death, or 
in event of disability or death, of the 
applicant—under policies issued on 
children, will provide for waiver of 
premiums until insured reaches age 25. 
Single Premium Life and Endowment 
plans will be available at issue age one 
year and up. 


all the Peas ina fexexe! 
are NOT alike/ 


| They may look alike, but some are smaller 

! and some are larger. They’re different, like 

! people. And in the recognition of this simple 

; fact lies the secret of American United’s 

| pleasant relations with its field staff. 

| American United’s sales policy is geared 

! to individuals and not to averages. Sure, 
American United has tracks to run on, for 

j the beginner . . . good tracks that help him 

| get used to the business. But most sales 

! tools, and there are a lot of them, are 
designed with enough flexibility to enable our 

| folks to add the all-important personal touch. 

1 This results in an atmosphere of mutual 

! understanding and helpfulness: ideas filter 
up from the field, suggestions filter down 

j from the home office. The net result is a new 

| record of GOOD sales for a 75-year-old 

! company, and a profitable association 





i for representatives. 


AMERICAN UNITED LIFE INSURANCE COMPANY 
Home Office, Fall Creek Parkway at Meridian St. 
INDIANAPOLIS, INDIANA 





Provident Mutual 


NUMBER of liberalizations in un- 

derwriting rules and policy pro- 
visions, including a reduction in certain 
term premiums, and a unique disability 
provision were announced by Provident 
Mutual. In addition, distribution is 
being made of a new and improved rate 
book, combining under one loose leaf 
cover material that had previously ap- 
peared in three books. 


Reductions in Premiums 


Premiums will be reduced on the fol- 
lowing plans: 

1. All term policies, level 10 year term 
agreements and initial term (including 
the extra premiums for special class 
initial term). The premiums for de- 
creasing term agreements are not being 
reduced, as they already reflect mor- 
tality levels which make possible these 
reductions in the premiums for level 
term plans. 

2. Disability provisions, both pre- 
mium waiver only and disability in- 
come and premium waiver. 

3. Protected premium 
(payor clause). 


agreements 


An interesting feature, believed new 
to the insurance business, will be in- 
cluded in premium waiver coverage, 
both under the premium waiver only 


provision and the disability income and 
premium waiver provision. This new 
feature provides that, if the insured 
becomes disabled under the contract 
and disability continues until the policy 
anniversary nearest his 65th birthday, 
any policy calling for further premiums 
will then automatically become full- 
paid. Thereafter he would not have to 
pay any premiums regardless of 
whether or not be recovers. Also, as far 
as the premium waiver benefit is con- 
cerned, he would be spared the neces- 
sity of having to prove thereafter that 
he is still disabled. (Of course, if he 
had a disability income and premium 
waiver provision, the payment of the 
income would depend on proof of con- 
tinued disability as at present.) 


Another Aspect 


This new feature has another inter- 
esting aspect, which fits in well with 
Social Security. If the policy should 
thus become full-paid at age 65 and 
the insured felt that he no longer 
needed the life insurance, he could sur- 
render his full-paid policy for its in- 
creased cash value on the full-paid 
basis. On the life plan, this increased 
cash value at age 65 would be $775 per 
$1,000 insurance. At that age, this 
amount would provide a male insured 
a life income of $4.67 monthly under 











today. 








Two Jobs 


Every man jack of us holds two jobs. One is the 
job ordinarily thought of—earning a living. The other 
job he holds is that of maintaining his home life. 


In the job at home he—along with his family 
partner—does business with a great many stores which 
sell food, clothing, supplies. He pays for trained as- 
sistance from a plumber, a roofer, a painter. He hires 
the services of railroads and street cars to give him 
transportation. He employs public utilities to serve him 
with electricity, gas, water. He engages in so many 
varied small business activities as to become versatile 
in many, expert in none. In this job he has to keep 
books and see to it that they balance. It is of vital im- 
portance to him that his outgo not exceed his income. 


On this home job there are certain phases in which 
he could with profit to himself call in a life insurance 
underwriter. But the underwriter has to do the ap- 
proaching so that together they can make definite plans 
for his future. Every man holds two jobs and in both of 
them he has to work for the morrow as well as for 








The PENN MUTUAL 
LIFE INSURANCE COMPANY 


MALCOLM ADAM, President 
Independence Square, Philadelphia 
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the life annuity option, 120 months cer- 
tain. Thus the new feature introduces a 
certain extra flexibility of action for the 
disabled insured. 

The advantages of this new feature 
will also be extended to totally dis- 
abled policyholders under outstanding 
provisions with a six months’ waiting 
period who are still totally disabled on 
the policy anniversary nearest their 
65th birthday. 


Changes in Rules 


1. The limit for non-medical insur- 
ance on married women at ages 35 and 
under has been increased from $2,500 
to $5,000, the same as for single women 
and men. 

2. The premium waiver provision will 
be issued to single women at the same 
ages as for men, namely up to age 
55 (age 54 on level term plans). Also 
the same form of coverage will be is- 
sued to single women as to men. There- 
fore the new premium waiver provision 
will cover disability occurring before 
age 60, instead of age 55 as heretofore, 
and the coverage will not be cancelled 
on the insured’s marriage. 


General Changes 


1. The accidental death benefit provi- 
sion will be issued down to age 10, in- 
stead of to age 15 as heretofore. 


2. On retirement life income con- 
tracts (retirement annuities), the maxi- 
mum limit on one life including out- 
standing contracts will be $5,000 of an- 
nual premiums or $1,000 of monthly 
income, whichever is less. The previous 
premium limit was $3,000. 

3. For prepaid premiums, the maxi- 
mum amount acceptable for new and 
outstanding prepaid premiums has been 
increased from $25,000 to $50,000. 
Also, the rate of discount has been in- 
creased on premiums paid three to nine 
years in advance. 

4. Substandard risks rated in special 
classes A to C may now be insured un- 
der 5 and 10 year term policies or 10 
year level term agreements. Decreasing 














term agreements may be issued on the 
substandard basis up to special class E. 
Under recent issues, the only form of 
joint life and survivor option available 
has been option 5 with instalments cer- 
tain for 10 years. A similar option 5, 
providing for instalments certain for 20 
years, will now also be available. 


Dividends 


AYMENT of a forty cents per share 

dividend to holders of capital stock 
was authorized by the directors of the 
United States Life . . . Capitalization 
was raised from $500,000 to $1,000,000 
in 1948 ... Assets at the close of the 
third quarter of 1951 were $47,738.000. 


The amount to be reserved for divi- 
dends to policyholders of the New York 
Life will be approximately $59,100,000 
as compared to $56,230,000 for 195}. 


A new annual dividend scale for the 
United States and Hawaii was an- 
nounced by Manufacturers Life . . . The 
new scale shows increases from a mini- 
mum of 50¢ per thousand in the early 
years of policies to approximately 
$3.00 as the policies approach matu- 
rity . . . These changes will mean an 
increase of approximately 25% over 
the total of payments that would have 
been made on the 1951 scale. 

An increase in the dividend scale on 
policies issued by the Equitable Life 
of lowa since March 1, 1946, will be- 
come effective March 1, 1952 .. . The 
new dividend scale affects all partici- 
pating business issued by the com- 
pany on the 244% reserve basis .. . 
The increase averages about 10%, 
being greater than the average at older 
ages and smaller at younger ages. 
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